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CHAPTER  ONE 
THE  PROBLEM  OF  UKEMPLOXMEITT 
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i 


Th«  Major  Social  Problem 


The  problem  of  anefflployment  has  been 
under  dlscaselon  in  the  United  States  for  some 
years  and  proposals  to  deal  with  the  situation 
by  legislatiTe  action  have  been  cons  tiered  at 
varioos  times,  bat  since  the  beginning  of  the 
present  depression  the  agitation  for  unemployment 
insurance  has  been  increased.    The  need  for  some 
solution  to  tile  problem  reaches  the  individual 
consumer,  the  community  and  society  as  a  whole. 

The  increasing  division  of  labor  has 
resulted  in  an  economic  order  in  which  more  and 
more  people  work  for  wages.    As  the  agricultural 
areas  have  become  utilized  the  numbers  of  workers 
in  other  industries  have  increased.    As  new 
machinery  and  inventions  have  thrown  millions  out 
of  work  new  problems  of  labor  adjustments  have 
been  created  which  neither  industry  nor  the  state 
can  ignore. 

Unemployment  is  the  greatest  evil  of 
our  modern  economic  system  and  is  responsible  for 
many  other  social  problems.    Most  persons  know 


( 


that  there  are  large  groaps  of  men  and  women  who 
are  anemployed  every  year,  men  and  women  who  are 
willing  to  worlc:  bat  who  cannot  ohtain  employment* 
Wage  earners  recelYe  an  income  only  when  employed 
and,  in  view  of  the  American  standard  of  living, 
it  is  apparent  that  at  no  period  of  American  in- 
dustrial life,  not  even  eseepting  the  recent 
period  of  inflated  prosperity,  have  the  earnings 
of  the  mass  of  workers  in  the  United  States  been 
sufficient  for  the  necessities  of  a  full  family 
life,  regardless  of  any  attempts  to  save  for 
periods  of  emergency.    Statistical  evidence  shows 
that  during  the  years  1890-1920  the  great  bullc  of 
workers  never  attained  the  minimum  standard  of 
earnings  deemed  necessary  by  students  and  govern- 
ment authorities  for  the  day-to-day  support  of  a 
standard  American  family.^    £asil  M.  Manly,  former 
Joint  Chairman  of  the  liational  War  labor  3oard, 
in  a  stody  of  real  wages  and  living  costs  in  192£, 
reached  the  following  conclusion:    "With  the  ex- 
ception of  a  few  isolated  occupations  that  were 


Abraham  Epstein,  "Facing  Old  Age,**  Chapter  6. 

^Basil  Manly,  "Are  Wages  Too  High?"  People's 
Legislative  Service,  1922. 


4- 


mieerably  anderpaid  in  1900,  no  claee  or  groap 
of  workers  has  sucoeeded  in  maintaining  unimpaired 
the  real  valae  of  their  wages  ae  measured  by  the 
buying  power  whieh  they  possessed  in  1900.  With 
the  exception  of  a  few  isolated  and  esoeptlonally 
skilled  trades,  the  wages  of  American  workers  are 
insufficient,  without  supplement  from  other 
sources,  to  proTide  for  the  subsistence  of  a 
family  consisting  of  a  husband,  wife  and  three 
minor  children,  much  less  maintain  them  in  that 
condition  of  ^health  and  decency^  which  every 
humane  consideration  demands." 

Buring  the  period  1921  -  1929  real  wages 
in  the  United  States  increased  by  1Z%  due  to  the 
failure  of  prices  to  rise  as  rapidly  as  wages 
during  that  time*    If  ever  there  was  justification 
for  the  claim  that  American  workers  were  receiv- 
ing a  wage  sufficient  to  include  savings,  it 
should  have  been  true  of  this  period.    A  comparison 
of  forty-four  estimates  of  weekly  budgets  for  a 
standard  of  health  and  decency  for  a  family  of 
five  during  the  1920  -  1930  decade  shows  that  the 
absolute  minimum  required  for  the  decent  support 
of  a  worker's  family  was  about  $36.00  per  week. 


or  |1620  per  year*      A  survey  of  the  earnings  of 

wage  earners  during  1920  -  19ZZ  on  the  basis  of 

fifty  weeks  of  work  in  each  year  shows  that  in 

no  oase  did  any  groap  receive  the  amount  deemed 

2 

necessary  for  an  adequate  livelihood.      If  con* 
sideration  Is  given  to  the  fact  that  workers  do 
not  have  fifty  weeks  of  work  In  the  year,  the  pic- 
ture hecones  more  disoouragii^.    The  National 
Bureau  of  Economic  Research  has  compiled  a  table 
of  average  annual  earnings  of  wage  earners,  taking 
account  of  actual  unenqployment  for  the  years  1920  - 
1928.      This  table  shows  tiiat  In  no  year  did  earn- 
ings  equal  as  much  as  70%  of  the  $1620  required 
for  a  minimum  standard  of  living*    In  only  three 
years  (1920,  1926,  1927)  did  earnings  reach  more 
than  65%  of  the  minimum,  while  in  other  years 


^Abraham  Spstein,  '^Insecurity,  A  Challenge  to 
America,**  pp.  97-98, 

^National  Industrial  Conference  Board,  '^Wages  in 
the  United  States  1914  -  1930,"  pp.  54  and  166. 

National  Industrial  Conference  Board,  "Wages  in 
the  United  States  1931,"  pp.  33  and  44. 

National  Industrial  Conference  Board,  "Service 
Letter  on  Industrial  Relations,"  Monthly  Issues 
1932. 

W.  I.  King,  "National  Income  and  Its  Purchasing 
Power,"  pp.  146-147. 


1924,  1985}  they  were  between  60%  and  65^ 

oi  the  minimum.    In  the  depression  years  of  1921 
and  1922  earnings  were  only  50^  and  56^  respec- 
tively of  the  anount  needed  for  the  decent  support 
of  a  family*    Since  1929  the  wages  of  all  woricers 
have  been  so  reduced  that  they  are  still  further 
removed  from  the  required  minimum.    Thus  It  may  be 
oono  laded  that  In  the  last  decade  only  a  very  few 
of  the  wage  earners  In  the  United  States  hare 
earned  enough  to  maintain  for  themselves  and  their 
families  a  decent  American  standard  of  living  and 
have,  therefore,  been  unable  to  save  any  substan- 
tial amount  toward  self  help  in  times  of  unemploy- 
ment. 

Not  A  New  Problem 

The  fact  of  unemployment  is  not  new.  In 
the  Middle  Ages  the  guild  to  which  the  worker  be- 
longed toolc  measures  to  aid  its  members  when  unem- 
ployed.^   England  as  early  as  1575  enacted  the 

first  national  law  designed  to  aid  those  who  were 

2 

involuntarily  unemployed.      In  this  country  as 

^William  Bailey,  "Unemployment  Insurance,*^  p.  2. 
2 

Uary  Barnett  Gilson,  **Uneniployment  Benefits  in 
Great  Britain,"  p.  26. 
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early  ae  1619,  20,000  were  reported  onemployed  in 
Philadelphia,  while  at  the  same  time  in  New  York 
there  were  10,000  and  in  Baltimore,  12«000  anem- 
ployed.^ 

The  problem  was  not  so  acate  in  the 
United  States  as  in  Europe  beoaase  of  the  exist- 
ence  of  cheap  and  plentiful  lands  in  the  West  and 
the  rapid  growth  of  the  industrial  organization 
whioh  absorbed  most  of  the  surplus  labor*    But  in 

1900  about         of  those  normally  engaged  in  gain- 

2 

ful  occupations  were  unemployed.      The  World  War 
drained  the  country  of  thousands  of  workers  and 
diTerted  the  efforts  of  thousands  more  into  war- 
time occupations*    Women  were  estensiyely  employed 
to  meet  the  labor  demand,  in  addition  to  the  flow 
of  former  agricultural  workers  from  the  rural 

areas.    Unemployment  during  these  years  was 
probably  at  its  lowest  point.    However,  when  de- 
mobilization took  place  it  released  an  army  of 
potential  workers,  many  of  whom  could  find  no 
employment.    That  the  problem  of  unemployment  is 


1  Joseph  L.  Cohen,  '^Insurance  Against  Unemployment,*^ 
p.  20. 

^Ibid.,  p.  24. 


a  growing  one  is  seen  in  the  fact  that  there  was 
an  advance  from  4,000,000  unemployed  in  l92l->22^ 
to  12,000,000  in  1929.^ 

The  change  in  the  American  riewpoint 
toward  unemployment  is  significant.    No  longer 
does  the  aTerage  person  think  that  onemployment 
is  a  result  of  personal  incapacity*    It  is  now 
generally  recognized  that  viiien  a  plant  closes  as 
a  result  of  lack  of  demand  for  its  product,  the 
workers  are  not  at  fault*    The  cause  lies  rather 
in  the  maladjustments  of  factors  in  the  economic 
system  beyond  the  control  of  the  worker* 

Extent  of  Unemployment 

No  accurate  estimate  of  the  real  number 
of  unemployed  can  he  made,  for  there  is  no 
machinery  by  which  adequate  unemployment  statistics 
can  be  obtained*    Without  a  national  Q^stem  of 
unemployment  offices  all  other  surveys  are  too 
limited  to  make  them  completely  reliable.  Further- 
more, they  furnish  only  an  indication  of  the 


J- Joseph  L.  Cohen,  op.  cit.,  p.  27. 

2 

Charles  £.  Persons,  "Census  Reports  on  Unemploy- 
ment," The  Annals,  (March,  1921),  p.  12-16. 
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Doanaal  worker  olaee^  for  ecmiserclal  and  office 
workers  are  not  asually  a&eqaately  represented 
In  such  surveys. 

The  Census  of  April,  1930  showed 
46,622,569  persons  olassed  as  gainful  workers, 
of  whom  2,429,062  or  5^  were  wholly  unemployed 
and  756,565  were  listed  as  temporarily  laid  off 
without  pay*^    In  January  of  1951  a  special  cen- 
sus, coTering  nineteen  of  the  largest  cities  was 
taken.    Unemployment  is  at  its  peak  during  this 
month  and  it  was  found  that  6,050,000  were  unem- 
ployed as  compared  with  an  ayerage  of  1^500,000 
before  the  war*      The  Bureau  of  Labor  Statistics 
reports  a  downward  trend  in  the  amount  of  employ- 
ment  from  1926  on,  as  shown  by  the  General  Indexes 
of  Employment  in  the  Manufacturing  Industries. 
The  United  States  Chamber  of  Commerce  estimates 


^American  Labor  Legislation  Review,  June,  1930, 
pp.  124-126. 


^Monthly  Labor  Review,  (April,  19S1 ) .  pp.  35-36. 

Trend  of  Employment  and  Turnover,  United  States 
Department  of  Labor »  October »  1931,  p.  3. 


-10- 


that  a  minimam  of  1»000,000  persons  per  year  have 
been  anemployed  oyer  the  past  twelve  years.^ 
Labor  leaders  have  estimated  the  number  of  anem- 
ployed and  William  Green,  President  of  the  American 
Federation  of  Labor,  placed  the  number  at  6,000,000 

in  January  of  19S1  and  at  8,000,000  in  January  of 

2 

1932*      The  increased  demand  for  welfare  funds  is 
an  additional  indication  of  the  increased  amount 
of  unemployment. 

The  Prevailing  Situation 

In  the  present  emergency  there  has  been 
federal,  state  and  municipal  action  to  provide 
food,  clothing,  shelter  and  fuel«    The  problem  in 
the  urban  centers  has  been  aggravated  by  the  ml* 
gratlon  from  the  surrounding  areas  of  worlcless 
persons  seeking  relief  which  was  not  available  in 
their  own  localities*    Actual  destitution  has  not 
been  uncommon  in  many  areas  during  the  depression. 
Large  sums  have  been  appropriated  for  public  works 


Employment  Regular Ization  in  the  United  States  of 

America,  United  States  Chamber  of  Commerce,  1931, 
p.  28. 

^William  H.  Green,  "8,000,000  Workless,"  Boston 
Post,  January  9,  19S2. 
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arid  thle  has  relieved  anemployment  somenhat  in 
some  difitrlcta,  but  of  the  persons  unemployed 
many  are  not  dltoh  diggers,  brieve  layers,  steel 
workers,  etc.    Such  a  program  affects  only  a  cer- 
tain group  of  workers*  leaving  the  others  still 
unemployed. 

Thus  the  only  defenses  which  protect  the 
worker  in  the  United  States  from  want  are  his 
savings  and  charity.    In  1926  the  American  Bankers 
Association  pointed  out  that  the  average  savings 
for  every  American  man,  woman  and  child  was  $227. 
But  the  term  savings  as  used  by  that  body  includes 
not  ohly  true  personal  savings,  but  accounts  used 
by  business  men  for  purely  commercial  purposes. 
The  lower  reserves  required  by  the  Federal  Reserve 
System  for  time  deposits  as  compared  with  demand 
deposits  has  resulted  in  a  large  amount  of  shift- 
ing of  temporarily  idle  funds  from  demand  deposits 
to  savings  accounts.    As  a  result  of  such  a 
procedure  there  is  no  adequate  way  of  estimating 
the  volume  of  true  personal  savings  in  the  United 
States,  but  it  is  safe  to  say  that  it  does  not 
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begin  to  approximate  the  amoant  reported  by  the 
American  Banking  Aesociation.    Moreover »  each 
sayings  are  sot  evenly  distributed,  but  are  con- 
fined almost  entirely  to  the  commercial  and  finan- 
cial centers  of  the  aoumtry.    The  mutual  savings 
banks  are  considered  as  the  common  keepers  of  the 
worker's  thrift,  but  of  the  #28,214,907,000  of 
savings  reported  in  1921  the  mutual  banks  held 
only  110.050.866,000,  or  about  one -third  of  the 
reported  amount.    Since  relatively  few  wage  earners 
deal  with  commercial  and  national  banks  or  with 
trust  companies,  only  a  very  small  percent  of  the 
time  depofiits  in  these  banks  may  be  classed  as 
true  savings  of  workers.    Prom  1915  -  1930  the 

deposits  of  mutual  banks  had  increased  less 
rapidly  than  those  of  other  banks.     In  addition, 

the  finiings  of  various  studies  indicates  that 
a  small  number  of  large  accounts  hold  most  of  the 
deposits  in  savings  accounts.^    In  view  of  these 

facts  the  glowing  statements  made  by  bankers  and 


^Hilda  Hoffman.  "How  Large  is  the  Average  Savings 
Account?".  Association  News  Bulletin,  Savings 
Bank  Association,  State  of  New  York,  April,  19^2, 
pp.  49-50. 
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others  that  the  maesee  of  American  people  have 
eafflolent  money  In  savings  to  withstand  hard 
times  may  be  dismissed.    Therefore,  the  only  pro- 
tection which  we  are  able  to  provide  for  the 
unemployed  workers  is  through  charity.    £ven  whan 
properly  administered,  charity  carries  with  it 

a  feeling  of  humiliation  axA  is  usually  inade- 
quate to  provide  for  the  needs  of  the  family, 
besides  being  contrary  to  American  ideals.  It 
is  undesirable  both  in  purpose  and  effect.  Re- 
spectable persons  want  work,  not  charity,  and 
will  endure  extreme  suf feriMg  before  asking  aid. 
The  United  States  has  prided  itself  that  it  had 
no  "dole"  system,  yet  the  only  protection  provided 
against  the  losses  of  unemployment  is  the  real 
dole  of  public  and  private  charity.    In  this  con- 
nection, it  is  interesting  to  note  the  comment 
made  as  a  result  of  a  personal  Investigation  by 
Helen  Hall.    She  says  of  the  English  system, 
"The  minimum  of  security  which  means  so  much  to 
them  has  not  produced  to  any  degree  the  demoral- 
ization of  family  life  that  our  relief  methods 
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in  America  are  produolng."     Other  European 
ooantriee,  as  well,  have  arrived  at  the  ooncla* 
Bion  that  provision  for  the  relief  of  involuntary 
onemployment  ie  not  oharity.    To  give  only  sueh 
relief  as  will  provide  a  meager  living  for  the 
unemployed  is  to  malce  their  situation  much  less 
desirable  that  that  of  independent  laborers  of 
the  lowest  class.    These  countries  consider  that 
the  unemployed  are  not  responsible  for  their 
plight*  that  the  problem  is  a  social  one*  and 
that  the  state  should  provide  relief  on  a  more 
dignified  basis* 

The  vastness  of  the  problem  is  a  de- 
terrent to  a  rapid  growth  of  a  sense  of  public 
responsibility*    This  may  not  be  detrimental » 
however,  for  the  very  fact  that  the  problem  af- 
fects 80  great  a  number  of  persons  necessitates 
the  slow  development  of  preventative  measures 
in  order  to  insure  Ihe  adoption  of  plans  which 
are  sound  and  workable* 


Helen  Hall,  "English  Pole  and  American  Charity," 
Atlantic  Monthly,  May,  193S,  pp.  6S8-649. 


I 


-15 


CHAPTER  TWO 


CAUSES  AM>  EFFECTS  OF  UHEMPLOYMENT 
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irregular  employment,  dae  to  the  rapid  inyention 
of  labor  saYing  devioes  and  the  introduction  of 
time  saying  processes,  is  known  as  technological 
unemployment.    It  is  indicative  of  a  faulty  ad« 
Jofitment  between  prodactiTity  and  purchasing 
power. 

Causes  of  Unemployment 

Personal  ) 
The  oauses  of  unemployment  may  be 
divided  into  environmental  and  personal  causes.^ 
Individual  causes  include  intemperance,  crime, 
indolence,  disease,  degeneracy,  old  age  and  other 
physical,  mental  or  moral  defects.    Many  of  these 
factors,  however,  malce  a  person  unemployable 
rather  than  unemployed* 
Environmental 

Environmental  causes  are  divided  into 
physical,  social,  political  or  economic  classifi- 
cations, each  of  which  will  overlap  another  since 
a  clear  line  between  each  group  may  not  be  drawn. 


S.  H.  Patterson,  op.  cit.,  p.  264. 
Ibid.,  p.  265. 
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Physical  environmental  oauaes  woald  include 
floods,  earthqoalces,  etc.    An  uninterested  public 
would  be  an  example  of  a  causal  factor  found  in 

the  social  environment.    The  declaration  of  war 
would  be  an  esemple  of  a  political  factor  affect- 
ing employment.    The  most  important  factors,  how- 
ever, are  found  in  l^e  remaining  class,  namely, 
the  economic  environment.    This  group  may  in  turn 
be  divided  roughly  into  three  sections,  namely; 
seasonal  movements,  cyclical  fluctuations,  and 
structural  changes.^ 
Seasonal 

Seasonal  unemployment  is  due  to  alter- 
nating conditions  of  demand  and  alternating  op- 
portunities for  production  throughout  the  year, 
caused,  for  the  moat  part,  by  variations  of  liie 
climate  and  weather  and,  in  some  part,  by  social 
customs  suoh  as  Christmas  giving  and  the  Easter 
fashion  parade.    Seasonal  fluctuations  in  the 
weather  are  perhaps  the  most  important.    Many  of 


^A.  H.  Hansen,  Economic  Stabilization  in  an 
Unbalanced  World,  p.  144. 


1 
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our  leadix]g  iziduBtrlee,  Inoliidliig  building, 
clothing »  lumbering,  and  agrioulture,  are  season- 
al for  this  reason.    No  matter  what  progress  may 
have  bean  made  in  the  above  indastries  to  stabil- 
ize the  amount  of  work,  there  will  always  be  peak 
periods  caused  by  the  forces  of  nature. 

Consumers  wants  yary  with  more  or  less 
dependable  regularity.    Clothing  concerns  have 
definite  increased  demand  periods  doe  to  the  con- 
suming habits  of  the  buying  public.    The  attempts 
to  use  the  same  labor  force  in  two  industries, 
each  of  itiloh  has  a  different  seasonality,  in  an 
effort  to  reduce  the  amount  of  unemployment  inci- 
dent to  seasonality,  has  its  limitations.  Unre- 
lated indastries,  or  those  in  which  a  hi^  degree 
of  specialiized  skill  is  required,  would  have  dif* 
ficults;  in  following  any  such  plan,  as  would  in- 
dustries influenced  by  territorial  specialization, 
thus  each  of  such  indastries  is  forced  to  build 
up  for  Itself  a  labor  reserve  from  which  it  can 

call  workers  during  the  busy  season. 
Cyclical 

The  business  cycle,  the  second  factor 


{ 
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In  the  eoonomio  environmental  causes  of  tinemploy- 
ment,  is  still  a  threatening  force  In  oar  eoonomio 
life.    PreTloas  to  1929  manjr  persons  believed  that 
the  cycles  had  been  so  nearly  smoothed  oat  that 
grave  periods  of  depress  ion  were  no  longer  possible* 
bat  the  recent  depression  has  dispelled  any  each 
notions*    The  reasons  for  business  cycles  are 
foand  in  the  organisation  and  operation  of  oar 
modern  system  of  product ion.    Cyclical  unemployment 
is  most  prevalent  in  certain  fields,  namely; 
(1)  those  indastries  farthest  raoaoved  from  the  con* 
earner,  (raw  materials),  (2)  indastries  prodacing 
capital  equipment,  (iron  aiid  steel)»  (2)  indastries 
prodooing  long  time  consumers  goods,  (hoases  and 
automobiles).^    It  makes  its  appearance  during 
the  downward  swing  of  the  business  cycle  and  in 
a  severe  and  prolonged  business  depression  be> 
comes  the  prevalent  type  to  which  all  other  causes 
are  subsidiary. 

XHepresBlons  dry  up  the  sources  of  de- 
mand for  labor.    Markets  are  stagnant,  production 


Hansen,  op.  cit.  p.  147. 
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Is  rodaoed,  and  either  some  employees  mast  be 
^  laid  off  or  the  hours  of  work  for  all  mast  he 

redaced*    In  either  case  the  income  of  the  wage 
earning  groap  is  diminished.    During  the  period 
from  1929  -  1931,  according  to  the  Boreaa  of 
Labor  Statistics,  pay  rolls  in  manufao taring  in- 
dustries declined  hy  34.3^  hat  the  number  of 
workers  fell  only  24^*^ 

Cyclical  anemployment  is  comalative  for 
the  reason  that  industries  are  so  Interdependent 
that  a  slackening  of  production  in  one  produces 
repercussions  on  others. 
Structural 

The  term  structural  is  used  to  coTer  all 

changes  in  the  economic  organisation  of  a  non- 

2 

recurrent  nature.      Such  changes  are  underlying 
long  run  innovations,  each  being  a  unit  in  itself, 
creating  an  unbalanced  condition  of  the  economic 
factors  of  production.    Included  in  structural 
changes  are  found  the  following  factors;  (1) 
changes  in  the  technique  of  production,  (2)  changes 

t   

^ "Trend  of  Unemployment  Turnover,"  United  States 
Department  of  Labor,  October,  1931,  p.  7. 

2 

Hansen,  op.  clt.,  p.  146. 
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In  the  location  of  indastries,  (3)  changes  in 
the  demands  of  consoiDers,  (4)  appreciation  of 
the  monetary  anit,  (5)  uneconomic  nage  level, 
(6)  overpopulation,  (7)  scarcity  of  capital, 
(8)  maladjustments  in  'Qie  equilibrium  of  the  de- 
mand for  and  the  supply  of  labor,  (9)  industrial 
conflict  rather  than  cooperation,  (10)  changes 
in  tariff  and  international  trade, ^  (11)  decay 
and  merging  of  industries.     A  brief  discussion 
on  each  of  these  factors  follows* 

Technological  unestployment  is  not  new 
to  the  industrial  order.    It  had  its  beginnings 
in  the  period  of  the  Industrial  Revolution  with 
the  change  from  the  domestic  to  the  factory  sys- 
tem and  the  introduction  of  machines  fbr  prooesses 
formerly  performed  by  hand.    Mechanical  invention 
has  been  more  rapid  in  the  last  century  than 
before,  therefore  the  problem  of  technological 
unemployment  has  been  more  recently  acute.  For 
every  new  machine  or  improved  process  some  group 


Patterson,  op.  oit*,  p.  266. 
'Spstein,  op.  oit«,  p.  240. 
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of  workere  has  become  azienrployed.    The  use  of 
farm  machinery  has  increased  the  yearly  oatpat 
in  agrica).tare  by  26^  since  1910,  with  a  redac- 
tion of  6^  in  the  labor  force. ^    In  the  aato  in- 
dustry it  is  estimated  that  66  oat  of  every  100 
workers  have  been  displaced  by  machines  daring 
the  past  sixteen  years.    In  the  clothing  industry 
one  machine  displaces  25  girls  and  one  pressing 
machine  does  the  work  of  zk  hand  pressers.  Tech- 
nological unemployment,  through  the  increased 
adoption  of  office  machinery,  also  affects  many 
clerical  workers. 

In  theory  soch  unemployment  is  temporary 
and  such  workers  will  be  absorbed  by  other  in* 
dustries.    Furthermore »  the  new  inyention  lowers 
the  cost  of  production,  hence  reducing  the  price 
of  the  article  produced.    A  lower  price  would 
lead  to  greater  purchasing,  in  turn  leading  to 
increased  production  and  the  re-employing  of 
workers.    Likewise,  the  reduced  costs  would 
leave  free  purchasing  power  which  could  be  ap* 


Thomas  P.  Tarbel ,  Unemployment  Insurance, 
Journal  of  American  Insurance,  June,  1931,  p.  £6. 
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plied  to  other  goods,  increasing  the  prodaotivity 
in  other  lines,  thus  affording  a  sonrce  of  em- 
ployment for  discharged  workers.    Other  fields 
than  tlsat  of  manafactiire  woald  expand  and  woald 
absorb  some  of  the  workers  so  that  altimately, 
it  is  oont ended,  all  woald  find  employment*^ 

In  years  of  prosperity  and  increased 
output  the  number  so  absorbed  may  approximate 
the  number  displaced  but  such  absorption  is  not 

great  enough  to  include  those  displaced  during 

2 

depression  years*      Thus  there  is  a  steadily 
increasing  number  of  unemployed  at  all  times* 

In  the  past  there  have  appeared  from 
time  to  time  new  fields  of  development  which  have 
absorbed  large  numbers  of  workers*    The  automo- 
bile, the  radio,  the  motion  picture  industry,  are 
examples,  bat  during  the  last  six  years  nothing 
new  has  appeared  in  the  industrial  order  which 
gives  promise  of  any  such  parallel  development* 

The  results  of  changes  in  the  location 


^Douglas  and  Director,  The  Problem  of  Unemploy 
ment ,  Chapter  10 • 

^Epstein,  op.  cit*,  p.  235. 
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of  Industries  are  easily  recognized.    The  removal 
of  any  industry  displaces  most  of  the  workers,  for 
the  immobility  of  lator  is  a  historical  fact. 
Where  a  particular  area  has  been  the  field  of  con- 
centration for  a  particular  industry  the  removal 
of  that  industry  is  more  severely  felt  in  that 
the  whole  population  most  adjust  itself.  Inter- 
national changes  in  the  location  of  industries 
may  affect  the  status  of  employment  of  the  nixole 
country. 

The  fact  that  changes  in  demand  cause  a 
decline  in  certain  industries,  and  therefore,  pro- 
duce unemployment  is  well  known.    Styles  are  set 
by  the  classes  and  imitated  l^f  the  masses.^  When 
a  given  article  becomes  too  common  a  new  one  is 
substituted.    Such  changes  are  social  in  charac- 
ter but  have  important  economic  consequences,  for, 
because  production  precedes  consumption,  changes 
in  the  wants  of  consumers  cause  misdirected  pro- 
duction and  subsequent  unemployment. 

Hansen  includes  appreciation  of  the 


Patterson,  op.  cit.,  p.  290. 
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monetary  unit  and  falling  prices  In  his  list  of 
oatises  of  unemployment.^    In  brief,  hie  dlscas- 
8 Ion  points  out  that,  historically,  periods  of 
unemployment  have  been  periods  of  appreciation 
of  the  monetary  unit.    Under  such  conditions  the 
money  Income  of  soelety  becomes  insufficient  to 
purchase  the  goods  produced*    A  reduction  In 
prices  brings  with  It  a  reduction  In  wages  and 
other  Incomes.    This  shortage  of  monetary  purchas- 
ing power  rests.  In  the  final  analysis,  upon  the 
failure  of  the  monetary  and  banking  structure  to 
Iceep  pace  with  the  Increasing  output  of  goods* 
Hansen  also  lists  an  uneconomic  wage 
level  as  a  cause  of  unemployment*      The  most 
generally  accepted  view  of  the  matter  Is  that  If 
wages  are  higher  than  the  marginal  productivity 
of  labor,  labor  and  capital  will  be  used  more 
economically.    Inequalities  result,  and  In  a 
competitive  system  those  suffering  the  greatest 
disadvantage  will  be  forced  to  suspend  operation, 
thus  creating  unemployment.    Furthermore,  wage 


Hansen,  op.  clt*,  p.  149 
^Ibld*,  p.  155. 
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rates  are  not  eufflolently  elaetlc  to  ooanter- 
balance  reduction  when  prices  are  forced  to  lower 
levels*     It  Is  difficult  to  charge  wages  alone 
with  the  necessity  of  readjustment,  however,  for 
elasticity  In  the  other  factors  of  production 
would  tend  to  alleviate  the  burden  of  unemploy- 
ment which  results  from  changes  In  economic  con- 
ditions* 

Overpopulation  may  be  regarded  In  a 

1 

certain  sense  as  being  a  cause  of  unemployment. 
Pevelopment  of  a  dense  population  comes  through 
the  exchange  of  finished  Industrial  products  for 
food  and  raw  materials.    In  the  event  that  the 
market  for  such  Industrial  products  Is  diminished 
a  country  would  find  Its  population  too  large 
to  procure  full  employment  at  the  wage  level 
deemed  necessary  by  its  people  to  maintain  an 
adequate  standard  of  living  in  that  country. 
A  lower  wage  level  might  enable  more  persons  to 
be  employed,  but  unless  the  wages  were  sufficient 
to  maintain  the  minimum  standard  of  living  a 


Hansen,  op.  cit*,  p.  157. 
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oondition  of  and er employment  woald  resalt. 

It  iB  asserted  that  reabsorptlon  of 
iineo^loyed  workers  into  industry  woald  be  facil- 
itated by  an  increase  in  the  supply  of  capital. 
The  theoxy  is  that  with  a  larger  capital  fand» 
interest  rates  woald  be  lowered  and  more  of  the 
total  income  would  be  assigned  to  wages.  Labor 
would  become  more  productive,  reabsorbing  those 
workers  «iio  had  been  forced,  by  the  competition 
of  an  excess  labor  supply,  to  work  below  the 
going  wage  level,  as  well  as  those  actually  un- 
employed. 

In  the  long  run,  the  demand  for  and  the 
supply  of  labor  must  balance,  but  at  any  given 
moment  there  may  not  be  a  perfect  balance  between 
the  demand  for  and  the  supply  of  labor*  The 
present  economic  order  depends  on  a  division  of 
labor  and  exchange.    Regularity  of  einployment  de- 
pends on  the  precise  adjustment  between  production 
and  consumption  of  numberless  economic  goods  and 
services  by  specialists  v^o  are  unknown  one  to 
another.    So  long  as  this  delicate  adjustment  is 
maintained,  so  long  will  there  be  employment,  but 
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if  friction  oocars  in  seme  on«  part  the  whole 
etrootiire  saffers.    The  production  of  capital 
goods  In  order  to  prodaoe  consumer e  goods  may 
be  more  effective  than  the  direct  method,  hut, 
it  is  llk\8wi8e  more  susceptible  to  misdirection. 
Groods  manufactured  in  anticipation  of  demand  are 
subject  to  the  whims  of  the  buying  public. 
Thus,  there  arises  in  the  economic  order  malad- 
justments in  certain  Indus  tries  and  in  certain 
localities,  displaying  itself  now  here,  now 
there,  but  always  somewhere,  therefore  creating 
for  society  a  continuous  problem. 

It  would  be  difficult  to  determine 
Just  what  part  of  the  unemployment  total  was  due 
to  strikes  and  lockouts  rather  than  to  general 
business  conditions.    In  times  of  prosperity  the 
demands  of  labor  are  more  readily  acceded  to 
than  in  times  of  depression  end  while  the  immed- 
iate cause  of  a  strike  or  lockout  may  be  the 
refusal  to  change  the  existing  order  of  things, 
the  reason  for  the  refusal  may  be  the  general 
condition  of  business  at  that  time. 

The  important  issue  in  the  matter  of 
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the  tariff  is  not  ea  maoh  whether  there  le  or  Is 
not  a  tariff,  bat  that  there  le  more  or  less  con- 
tlnaal  shifting  of  the  tariff  sohedale •  Every 
change  apsets  the  equilibrium  whloh  has  eslsted 
between  the  demand  for  and  the  supply  of  labor* 
That  there  has  been  a  change  from  a  local  to  a 
national  economy  Is  well  known,  bat  a  fact  less 
recognized  Is  that  there  Is  an  approach  to  an 
International  economy;  thus,  any  disturbance  of 
the  usual  channels  of  International  trade  will 
produce  unemployment  In  some  part  of  the  world. 

The  factor  of  business  consolidation 
80  commonly  found  In  the  present  economic  order 
Is  another  cause  of  unemployment.    Mergers  affect 
the  clerical  and  executive  forces  rather  more 
than  the  other  workers,  but  the  securing  of  em- 
ployment for  these  persons  Is  no  less  a  serious 
matter  than  to  the  manual  worker. 

Effects  of  Unemployment 

On  the  worker  and  his  family 

The  chief  burden  of  unemployment  rests 
on  the  Individual.    He  suffers  a  loss  In  wages 
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Slnee  the  beginning  of  the  present 
depression  coontless  proposals  hare  heen  offered 
to  oure  unemployment*    Some  of  them  are  so  extreme 
as  to  necessitate  a  complete  reorganization  of 
oar  social  structure;  others  come  within  the 
scope  of  the  present  industrial  order.    The  most 
frequent  suggestion  is  Vi&t  of  regularization  of 
industry. 

Stabilization  of  Industry 

Something  has  been  done  by  a  few  firms 
toward  stabilization  of  their  businesses  through 
adoption  of  the  following  procedures:     (1)  sales 
and  market  policies  designed  to  obtain  a  more 
even  rate  of  orders,  (2)  a  planned  program  for 
sales  and  production  during  the  year,  (3)  the 
development  of  "side  lines"  and  "fillers"  for 
the  slack  season,  (4)  flexible  working  hours. 
The  only  forms  of  business  stabilization  which 
are  at  all  possible  under  our  present  eompetitive 
system,  however,  are  those  which  are  profitable. 
Under  such  conditions,  stabilization  is  not 
philanthropy;  it  is  good  business.    The  industries 
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in  which  aubstftntial  sacceee  has  been  reported 
are  those  favored  with  onasaal  leadership  and 
have  been  of  the  kind  ihich  prodaoe  standard 
commodities,  not  affected  by  fashion,  requiring 
little  storage  space  and  who  have  a  quasi-monopoly 
over  their  product.    In  addition,  they  have  built 
up  an  efficient  body  of  workers «  thus  forcing 
the  less  efficient  into  the  more  irregular  ocou- 
patione.    If  the  regular iz at ion  of  industry 
should  become  general,  we  should  find  the  greatest 
unemployment  among  those  least  able  to  bear  it. 

According  to  Professor  Mitchell,  '^to 
devise  stabilization  plans  which  will  work  as  we 
wish,  we  need  to  know  more  about  economic 
processes  and  their  interrelations  than  we  know 
now."^    The  California  Unemployment  Commission 
also  points  out,  "Even  granting  the  possibility 
of  universal  adoption  of  stabilization  policies, 
this  in  itself  cannot  be  espeeted  to  solve  the 
problem  of  unemployment.    Moreover,  to  be  effect- 
ive from  a  social  point  of  view,  a  comprehensive 


Possibilities  of  Business  and  Employment 
Stabilization,  Chamber  of  Commerce  of  the  United 
States,  1931,  p.  14. 
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program  of  stabilization  for  industry  as  a  whole 
woald  necessitate,  in  view  of  liie  close  inter- 
dependence existing  between  industries,  some  sort 
of  coordinated  action  not  only  within  each  estab- 
lishment, bat  also  within  each  branch  of  industry 
and  within  industry  as  a  whole* The  essence  of 
the  American  system  of  production,  as  of  every 
capitalistic  economy  is  free  competition.  Compe- 
tition and  economic  planning  are  diametrically 
opposed  forces,  with  nothing  in  common  between 
them*    No  corporation  will  voluntarily  surrender 
any  of  the  advantages  it  has  over  its  competitors. 
A  planned  system  of  economy  oan  be  erected  only 
over  th«  dead  body  of  the  competitive  system. 
So  long  as  the  profit  motive  in  industry  remains 
there  can  be  no  stifling  of  competition  and 
therefore  no  control  over  the  recurrent  cycles 
of  peak  production  and  depth  of  depression* 
The  movement  for  industrial  regular izat ion  is 
very  small,  however,  and  there  seems  to  be  no 


Report  and  Recommendations  of  the  California 
State  Unemployment  Commission,  November,  1922, 
pp.  550-561. 
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saflicient  proof  that  an  esteneion  of  this  plan 
woalcL  adequately  alleviate  the  onemployment 
problem* 

Stahllizatlon  of  the  Business  Cycle 

Mooh  has  been  heard  aboat  plans  to 
stabiliiie  the  basiziess  oyole  through  the  stabili- 
zation of  either  the  price  level  or  money  incomes. 

The  objectives  of  any  such  plans  of  stabilization 
are  (1)  to  give  Justice  to  oreditcors  and  debtors 
and  (2)  to  secure  business  stability  by  prevent- 
ing maladjustments  in  the  internal  price  structure. 
The  latter  is  perhaps  the  more  important  of  the 
two.    Business  stability  is  best  secured  if  sel- 
ling prices  of  producers  are  reasonably  steady; 

therefore*  the  stabilization  of  the  wholesale  com- 

1 

modity  price  ixidex  is  recommended.    Hansen  con- 
cludes, however,  after  a  study  of  all  proposals, 
that  stability  is  best  accomplished  iAhen  the 
price  index  of  c oinnodities  which  are  affected 
either  but  little  or  not  at  all  by  cyclical 
fluctuations  is  stabilized.    Such  stability  would 


Hansen,  op.  cit.,  p.  170. 


46- 


allow  a  moderate  and  normal  movement  of  the 
prioe  level,  a  factor  necessary  In  order  that 
appropriate  alterations  In  output  may  be  effected* 
The  outstanding  points  in  its  favor  are  (1)  it 
would  not  force  a  depression  in  the  industries 
least  affected  by  cyclical  fluctuation  such  as 
would  occur  if  a  general  commodity  price  level 
were  ehosen  for  stabilisation,  (S)  it  would  permit 
freer  scope  to  a  normal  expansion  of  those  indus- 
tries which  are  stimulated  to  greater  activity 
during  the  prosperity  phase  of  the  business  cycle, 
but  would  hold  such  expansion  in  check  since  the 
price  level  of  non-cyclical  commodities  would  be 
held  in  check,  (2)  it  would  ensure  a  reasonable 
stability  of  prices  over  a  long  period  of  time, 
thus  preventing  the  intense  periods  of  depression 
following  a  downward  price  movement. 

Public  Works 

Stabilization  of  the  business  cycle 
through  the  national  long  term  planning  of  a 
public  works  program  has  many  supporters.  A 
start  was  made  in  long  range  planning  of  public 
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works       the  passage  of  the  Wagner  bill  in  1931. 
This  bill  provides  for  the  creation  of  a  Federal 
Stabilization  Board  whose  daty  It  shall  be  to 
notify  the  President  from  time  to  time  of  the 
trend  of  tinemployment  and  the  approach  of 
periods  of  depression*    Whenever  the  President 
shall  decide  that  a  depression  is  liable  to  esist 
within  sis  months  he  is  requested  to  transmit  to 
Congress  such  estimates  as  he  deems  advisable  for 
emergency  appropriations  to  be  expended  upon 
public  work.    The  appropriation  is  not  to  esceed 
#150,000,000  in  any  one  year,  and  ia  specifically 
confined  to  highway,  river  and  harbor,  flood  con- 
trol and  public  buildings  projects.    Every  depart- 
ment engaged  in  eligible  work  must  prepare  and 
keep  plans  in  readiness.    The  Birector  of  the 
budget  is  required  to  consolidate  these  plans  and 
make  recommendations  covering  the  ensuing  sis 

years. 

Two  questions  need  to  be  answered  in 
considering  public  works  as  a  means  of  stabiliza- 
tion of  the  business  cycle.     (1)  To  vAiat  estent 
can  a  program  of  public  works  either  halt  or 
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measurably  reduce  anemployment  during  depressions? 
(2)  le  It  possible  for  such  undertakings  to  reyive 
trade  and  set  the  basiness  pendalam  into  normal 
swing? 

Certain  limitations  as  to  the  nature  of 
the  wo  rice  whloh  the  government  has  the  power  to 
undertake  appear.    The  undertakings  woald  be  con- 
fined to  the  construction  of  roads*  post  office 
balldlngs,  schools,  warships,  harbors  and  docks, 
irrigation  projects,  bridges,  hospitals,  subways 
and  grade  crossings.    Such  projects  woald  benefit 
only  the  workers  engaged  in  building  and  constrac- 
tion  trades  and  associated  industries,  and  the 
spread  to  other  industries  would  be  slight. 
Furthermore,  since  so  much  of  the  work  is  per- 
formed by  machinery,  only  a  small  portion  of  the 
total  cost  would  go  to  wages.    Purlng  a  depression 
the  highest  rate  of  unemployment  is  found  in  the 
building  trades,  to  be  sure,  but,  because  private 
construction  would  likewise  be  so  heavily  cur- 
tailed, public  construction  would  have  to  be 
nearly  doubled  to  take  care  of  the  unemployment 
within  that  field  before  it  could  hope  to  Include 
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workers  in  other  lines. 

Effective  long  teria  planning  of  public 
woil:s  meets  many  practical  objections.    The  peak 
of  unemployment  is  reached  at  a  time  when  con- 
struction is  most  difficult  to  carry  on  beoatsse 
of  the  weather*    Maintenance  and  repair  construc- 
tion cannot  be  readily  timed.     It  would  be  ex- 
tremely difficult  for  public  officials  to  with- 
hold new  construction  in  a  time  when  revenues 
were  plentiful,  for  such  facilities  are  deplorably 
below  requirements.    Not  only  are  officials 
unduly  optimistic  as  to  the  future,  but  the 
general  public  clamors  for  visible  evidences  of 
their  prosperity.    The  impossibility  of  predict- 
ing depressions  acts  as  another  deterrent  to 
scientific  long  term  planning  and,  furthermore, 
it  cannot  be  readily  ascertained  whether  or  not 
a  particular  locality  will  be  severely  affected 
by  depression.    It  is  wasteful  of  public  money 
to  carry  on  public  works  in  sections  where  such 
projects  are  not  needed.    The  administration  of 
public  works  is  not  vested  in  one  agency,  but 
is  performed  by  thirty-nine  different  federal 
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agenoles.    A  ooordlnated  plan  of  governmental 
action  woald  be  extremely  difficult  to  ol^tain 
under  saoh  clroomstanoes.    The  legal  delay  in 
getting  plane  drawn  up  and  approved  and  in  the 
floating  of  a  hond  issue  would  partially  offset 
the  advantages  of  expanding  public  works  during 
a  period  of  depression* 

Long  term  planning  for  capital  expan- 
sion in  relation  to  the  business  cycle  is  more 
applicable  to  private  corporations  than  govern- 
ments, because  of  Hie  greater  continuity  of 
management  and  the  real  incentive  of  lower  fixed 
expenses  incident  to  expansion. 

Shorter  Hours 

Shorter  hours  as  a  remedy  for  unemploy- 
ment are  being  vigorously  advocated*    How  far 
this  is  a  proper  remedy  is  a  question.    So  far 
as  seasonal  and  cyclical  unemployment  is  con- 
cerned»  it  is  a  useful  expedient  to  spread  out 
the  unemployment  in  the  off  season,  thus  minimiz- 
ing the  distress.    Each  v«orker  shares  the  unem- 
ployment burden,  making  short  time  employment 
out  of  actual  unemployment.    Such  a  plan,  however. 
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places  the  least  efficient  worker  on  an  equal 

footing  with  the  most  efficient.    While  this 
method  may  be  socially  desirable,  it  does  not 
yield  the  greatest  profits  to  the  employer  or 
the  largest  income  to  the  most  efficient  workers. 

When  shorter  hoars  are  advocated  as  a 

permanent  policy,  two  additional  factors  must  be 
considered,  (1)  an  increase  in  hourly  wage  rates, 
or  (2)  no  increase  in  wage  rates.    If  an  increase 
in  wage  rates  accompanies  a  redaction  in  hoars  of 
work  it  tends  to  keep  the  amount  of  earnings  of 
those  employed  at  the  same  level  as  formerly,  bat 
the  Increased  costs,  anless  offset  by  a  gain  in 
worker  productivity  would  tend  to  force  marginal 
firms  out  of  business,  thus  actually  increasing 
unemployment.    £ven  superior  firms  would  find  it 
necessary  to  eliminate  their  least  efficient 

workers  as  an  economy  measure.  If  shorter  hours 
are  not  acccHopanied  by  an  increase  in  the  hourly 
wage  rate,  the  income  of  workers  is  decreased. 
In  addition.  It  defeats  the  supposedly  automatic 
effect  of  technological  changes.  It  is  apparent 
that  such  a  plan  cannot  be  seriously  adopted  as 
a  permanent  policy. 
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Bllffllnation  of  Juvenile  Labor 
Pensioning  of  Older  Workers 

The  elimination  of  juvenile  labor  and 
the  pensioning  of  older  workers  rests  on  the  pre- 
sumption that  displaced  workers  are  not  entirely 
reabsorbed  into  the  economic  system.    Such  action 
seems  to  be  justifiable,  both  from  an  economic 
point  of  view,  and  because  it  is  socially  desirable 
for  these  persons  to  be  removed  from  the  labor 
supply . 

Wage  Adjustments 

It  has  been  suggested  that  wage  adjust- 
ments be  made  based  on  an  indes  of  unemployment 
and  such  a  plan  to  have  nation  wide  scope,  but  to 

be  administered  by  each  separate  trade  union  and 

1 

in  each  locality.      Whenever  the  unemployment  in 
any  local  trade  union  rose  above  a  stated  figure, 
the  wages  should  be  reduced  by  an  agreed  amount. 
Such  a  measure  would,  it  is  claimed,  stimulate 


'''John  P.  Bibby,  "Unemployment,  An  Analysis  and 
Suggested  Solution,"  1929. 
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the  demand  for  that  grade  of  labor  and  would  tend 
to  Indaee  some  menbera  to  enter  other  trades  or 
move  to  aome  other  region*    If  unemployment  should 
fall  below  the  stated  figure,  wages  would  be  ad- 
vanced by  a  given  amount*    This  plan  depends  upon 
a  close  correlation  between  the  demand  for  labor 
and  wages  irrespective  of  other  disturbing  factors* 
In  such  a  dynamic  world  as  the  one  in  which  we 
live,  the  effect  of  isolated  remedial  measures  is 
difficult  to  determine;  therefore,  the  value  of 
this  plan  is  open  to  question. 

Charity 

The  belief  that  in  normal  times  private 
philanthropy  takes  care  of  most  of  the  relief 
needs  was  never  based  on  facts.    At  no  time  has 
private  charity  met  even  so  much  as  one  third  of 
the  relief  burdens  of  the  nation*    Allen  T*  Burns, 
esecutive  director  of  the  National  Association  on 
Community  Chests  and  Councils  stated  in  testimony 
before  the  United  States  Sub-Committee  on  Manu- 
factures in  December,  1931,  "Privately  contributed 
funds  such  as  those  given  through  community  chests. 
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oonstltute  only  30^  of  the  total  which  oomffliinltiee 
spend  for  relief  of  destitution.    The  remaining 
10%  oomes  from  local  government  fiinde.    These  per- 
centages do  not  vary  greatly  as  between  normal 
times  and  times  of  depression  covering  a  period 
of  years.    Fuhlic  funds,  not  private  funds,  are 
the  main  dependence  in  American  communities  for 
relief.^    It  took  the  protracted  depression  to 
call  attention  to  the  utter  insufficiency  of 
private  philanthropy.    The  public  charity  system 
was  not  adequately  prepared  to  meet  the  acute 
situation  facing  it,  due  to  the  lack  of  a  long 
planned  comprehensive  policy  of  public  relief. 
The  failure  of  both  public  and  private  charity 
has  (1)  caused  the  complete  collapse  of  all 
social  work  standards  and  individual  case  work, 
[Z)  spelled  tragedy  and  starvation  to  thousands 
of  persons  throughout  the  United  States,  (3) 
pauperized  and  demoralized  the  recipients, 
(4)  created  greater  duplication  of  effort  and 


Unemployment  Belief  Hearings  before  a  Sub- 
Committee  of  the  Committee  on  Manufactures, 
United  States  Senate.  December  28,  19S1  - 
January  9,  19S2,  pp.  126-128. 


-66 


waste  of  espenditare  than  was  ever  knoim  either 
here  or  abroad  and  (5)  placed  the  burden  of  relief 
upon  those  least  able  to  bear  it.     Indeed,  it  has 
made  private  charity  and  relief  drives  the  great- 

1 

est  and  most  active  industry  in  the  United  States* 
Private  Relief  Measores 

The  voluntary  plans  in  existence  in  the 
United  States  are  of  three  types;  benefits  by 
union,  employers  plans  and  joint  plans  by  employ- 
ers and  trade  unions. 
Trade  union  plane 

The  plans  are  similar  in  purpose;  that 
is*  the  members  are  willing  to  assess  themselves 
in  order  to  assist  members  who  may  be  out  of  work. 

The  only  source  from  which  benefits  can 
be  paid  is  from  the  accumulated  fond  supported  by 
members  of  the  union.    Such  benefits  are  most 
frequently  financed  through  regular  dues,  or 
assessments  to  a  special  fund.    The  fund  may  be 
set  up  through  payments  of  a  specified  part  of 
the  organisation's  dues,  usually  50^  per  week 
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per  member  or  of  a  percent  of  earninge  while  em- 
ployed, or  by  regular  assessments  in  addition  to 
daes*    The  assessments  may  be  regularly  levied, 
or  they  may  be  called  for  as  the  condition  of  the 
fund  requires  it*    A  few  unions  have  no  special 
fund,  but  pay  benefits  from  the  general  fund. 
Contributions  are  usually  made  by  all  members  of 
the  group  and  the  amount  of  contribution  in  the 
various  unions  varies  widely  because  such  con- 
tributions are  not  determined  on  an  actuarial 
basis,  but  rather  by  the  amount  the  members  are 
willing  to  pay  for  protection.^ 

Benefits  vary  widely  but  in  most  cases 
the  maicimum  is  not  over  $20  a  week.    A  reduction 
of  the  amount  paid  inversely  to  the  length  of 
uneMployment  tends  to  discourage  members  from 
remaining  unemployed.    The  rate  paid  has  little 
scientific  basis.    It  represents  either  the 
estimated  least  amount  an  unemployed  person  can 
subsist  on,  or  the  largest  amount  which  can  be 
paid  from  whatever  income  the  meidbers  will  pro- 
vide.   Every  plan  differentiates  between  the 


Bryce  M.  Stewart,  "Unemployment  Benefits  in  the 
United  States,"  pp.  107-118. 
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rate  paid  to  members  of  long  standing  and  those 
more  recently  members,  the  former  recelying 
larger  benefits.    Some  anions  allow  additional 
benefits  for  members  with  dependents. 

Membership  and  good  standing  in  the 
union  for  a  specified  time  is  usually  required.^ 
Registration  is  commonly  required  and  a  waiting 
period  provided  for.    The  securing  of  employment 
elsewhere  eliminates  one  from  eligibility. 

Trade  union  out-of-work  benefit  plans 
are  of  Iwo  kinds,  international  and  local.  This 
does  not  affect  administration  because  interna- 
tional unions  have  been  operated  through  local 
branches.    The  plan  is  usually  administered  by 
an  executive  council,  by  a  special  committee  of 
the  union  or  by  one  or  more  appointed  officers. 

In  April,  1921,  the  United  States  Bureau 
of  Labor  Statistics  found  that  uneaployment 
benefit  plans  of  a  more  or  less  permanent  and 
systematic  character  were  maintained  by  forty- 
eight  local  unions  with  a  membership  of  slightly 
less  than  45 » 000  or  only  about  li>  of  the  total 


Bryce  M.  Stewart,  op.  cit«,  pp.  156-162. 
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trade  anion  member ship  In  the  country •      The  print- 
ing trade  dominates  with  21  of  the  45  plans  heing 
maintained  by  them.    The  predominance  of  local 
plane  is  dae  to  the  fact  that  ensall  groups  can  be 
more  easily  persuaded  to  adopt  a  benefit  plan  and 
the  administration  of  such  schemes  can  be  more 
successful ly  carried  out  by  a  sooall  group  than  by 
a  national  group  with  a  scattered  membership. 
International  plans 

Three  Yeiy  small  internationals,  the 
German- American  Typographical  Union,  the  Sidero- 
graphers,  and  the  Diamond  Workers  provide  unem- 
ployment benefits*    These  unions  are  composed 
for  the  most  part  of  foreign  workmen  who  regard 
benefits  as  insurance  for  which  they  are  willing 
to  pay* 

The  German  Typographical  Union  with  a 
membership  of  541  is  composed  of  printers  of 
German  publications*     The  unemployment  benefit 
plan  was  centralized  in  1642,  but  the  fund  is 
financed  by  each  local  union  from  its  general 
fund*    Each  year  all  locals  report  to  the  union 


Unemployment  i^enefit  Plans  in  the  United  States, 
United  States  Bureau  of  Labor  Statistics, 
Bulletin  No.  544,  July.  19S1,  p.  19* 
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headqaartere  the  amoant  remaining  in  their  fond, 
and  the  central  office  provides  for  eqaalization. 
Local  anions  then  exchange  payments,  those  who 
saved  larger  amoants  pay  to  those  ivho  had  heavier 
losses,  antil  the  reserve  fund  of  each  anion 
represents  the  same  aeioant  per  meinber.  The 
essentials  of  the  plan  are:^ 

1.  The  general  Secretary  of  the  organization 
has  control  of  administrative  parpoaes 
only.    He  determines  equalization  pay* 
ments  bat  all  local  administration 
functions  are  performed  by  local  anions. 

2.  The  benefit  fand  is  financed  by  local 
anions  from  the  general  fand  at  the 
rate  of  #1.65  per  month  per  member. 
Once  a  year  the  funds  of  the  locals  are 
equalized. 

3.  Benefits  of  $6  per  week:,  to  begin  as  soon 
as  a  person  becomes  unemployed  and  to 
continue  for  not  longer  than  16  weeks 
and  not  to  esceed  |96  in  cne  year  nor 
more  than  $24  in  any  one  quarter.  Members 
must  report  daily  to  receive  benefits 

and  forfeit  them  if  wording  at  other 
trades. 

The  International  Association  of  Sider- 
ographers,  with  a  menibership  of  less  than  100, 
is  engaged  in  a  special  branch  of  engraving. 
Their  plan  was  established  in  191S  and  its  main 


"Unions  Provide  Against  Unemployment,"  American 
Federation  of  Labor,  p.  46* 
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features  are  as  follows:^ 

1.    Administration  by  international  offices. 

£•    Funds  contributed  by  the  unions  at  the 
rate  of  15^  per  month  per  member. 

3.    Benefits  paid  only  if  members  have 
worked  at  their  trade  for  two  months 
during  the  year — paid  as  soon  as  unem- 
ployed at  the  rate  of  $5  per  week  but 
not  to  exceed  twenty-sis  weeks  in  a 
year.    Members  must  report  to  the 
President  of  the  union  once  a  week. 

The  Biamond  Workers  established  a  plan 

2 

in  1912  which  has  the  following  proTisions: 

!•    Administration  by  officers  of  the  union. 

£•  Contributions  by  the  union  only,  at  the 
weekly  rate  of  bO^  per  member  set  aside 
from  the  regular  dues. 

Benefits  paid  after  a  vuaiting  period  of 
three  weeks  at  the  rate  of  |9  per  week 
for  not  more  than  sixteen  weeks  in  a 
year. 

The  limitations  of  trade  union  methods 
are  obvious;  their  benefits  are  too  meager  and 
the  reserve  fiind  too  small  to  provide  adequate 
relief  vdien  most  needed.    In  addition,  the  plans 
cover  only  a  small  portion  of  the  total  workers 


^"Unions  Provide  Against  Unemployment,"  op.  cit., 
p.  4. 
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of  tho  nation*    However «  trade  anion  insurance 
plans  do  help  to  relieye  some  part  of  the  suffer* 
ing  caused  by  unemployment,  and  in  addition,  per- 
form an  important  service  in  pointing  the  way  to 
a  more  comprehensive  system  of  unemployment  in- 
suranc  e • 

Employers'  Plans 

The  United  States  is  one  of  the  few 
countries  in  which  employers  have  voluntarily  ex- 
perimented with  unemployment  funds.    Company  plans, 
though  not  numerous,  have  commanded  considerable 
attention  as  a  possible  method  of  relieving  the 
suffering  caused  by  unemployment,  and  as  a  sub- 
stitute for  public  unemployment  insurance.  Company 
plans  have  been  initiated  largely  by  employers 
interested  in  scientific  management  as  a  complemen- 
tary part  of  an  equalization  program.  Fifteen 
individual  company  plans  esist  at  the  present 
time  and  it  is  estimated  that  eventually  226,000 
employees  will  come  within  the  scope  of  the  exist- 
ing plans,  but  the  potential  coverage  is,  at 
present,  much  greater  than  the  number  of  employees 
now  eligible  for  benefits* 
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The  Colamtla  Conserve  Company  really 
guarantees  its  workers  an  annual  salary  lor  the 
length  of  time  they  are  retained  or  not  demoted. 
Since  this  company  is  largely  owned  and  managed 
by  the  workers,  dismissal  or  demotion  is  in  their 
own  hands.    Proctor  and  Gamhle  guarantee  forty- 
eight  weeks  work  to  those  who  have  been  employed 
for  more  than  six  months*  time  and  have  purchased 
stock  in  the  coinpany.    These  companies  are 
usually  included  in  a  discussion  of  unemployment 
benefit  plans  because  of  their  success  in  provid- 
ing continuous  employment,  i^ich  is,  after  all, 

the  best  insurance  against  unemployment. 

The  Bennison  Company  provides  not  only 
for  compensation  during  unemployment,  but  pay- 
ments to  supplement  diminished  earnings  which 
result  from  the  transfer  from  one  department  or 
job  to  another.     In  the  event  of  unen^loyment , 
workers  with  no  dependents  receive  sixty  percent 
of  their  average  earnings  for  the  preceding  sis 
months,  while  those  with  dependents  receive 
eighty  percent. 

The  plan  of  the  Dutchess  Bleaching 
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Company  and  the  Roclcland  Finishing  Company  (both 
owned  hy  Bearing  Milllken)  proYides  that  if  a 
worker  has  less  than  forty-eight  hoars  of  work  a 
week  he  shall  be  paid  one-half  of  the  earnings 
which  he  lost.    The  United  Diamond  Workers,  in 
order  to  compete  with  the  Diamond  Workers  Union, 
pays  daring  unemployment  twenty-five  percent  of 
their  wages  to  all  male  manual  workers  employed 
for  more  than  sis  months,  and  twenty  percent  to 
all  women  manual  workers,  vdiile  those  in  super- 
visory positions  are  paid  a  larger  amount.  In 
all  of  the  above  mentioned  plans  the  workers  do 
not  contribute  anything,  unless  one  includes  the 
instance  of  stock  purchase.    The  funds  for  these 
payments  are  accumulated  by  the  employers  until 
they  reach  a  reserve  figure  large  enough  to 
provide  normal  benefits  when  needed. 

In  1930  the  (General  Electric  Company 
instituted  a  plan  for  unemployment  benefits. 
This  plan  calls  for  contributions  from  workers 
of  V/o  of  their  actual  weekly  or  monthly  earn- 
ings for  as  long  as  they  are  earning  more  than 
half  pay,  and  this  sum  is  matched  by  an  equal 
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contribution  from  the  company.    The  paymentB  for 
unemployment  amount  to  fifty  percent  of  an  average 
full  time  wage,  but  not  to  exceed  twenty  dollars 
a  week  nor  for  more  than  ten  weeks  during  a  year. 
The  emergency  clause  of  the  plan  is  of  interest. 
It  proTides  that  in  cases  of  emergency  when  out- 
going payments  are  making  a  heavy  drain  on  the 
reserve,  specifically  when  outgoing  payments  equal 
or  are  more  than  incoming  payments,  all  workers, 
whether  members  of  this  plan  or  not  and  eoqployed 
more  than  half  time,  are  assessed  V/b  of  their 
salaries.    This  includes  everyone  from  the 
general  manager  down.    Furthermore,  the  overhead 
administration  and  sales  force  are  assessed  that 
fraction  of  a  percent  of  their  salaries  which 
the  payroll  of  that  plant  forms  of  the  total 
payroll  of  the  company.    The  assumption  is  that 
this  will  have  the  direct  effect  of  making  the 
higher  officials  share  in  the  burdens  of  the 
manual  laborers  and  of  offering  a  stimulus  to 
the  sales  force  and  others  to  get  more  business 
to  counteract  the  decrease  in  their  salaries. 


66- 


Jolnt  plans 

There  are  a  number  of  oases  in  the 
United  States  where  anemployment  ineuranoe  has 
been  provided  by  oollectlTe  agreements  between 
anions  and  employers.    The  terms  are  a  matter  of 
contract  and  are  obligatory  upon  the  parties 
during  the  period  fixed  in  the  contract.  The 
outstanding  examples  are  the  Amalgamated  Clothing 
Workers  in  the  men's  clothing  markets  of  Chicago, 
New  York  and  Rochester,  the  forty  week  guarantee 
in  the  women's  clothing  industry  of  Cleveland  by 
the  manufacturers  to  the  International  Ladies' 
Garment  Workers  and  the  recent  national  agreement 
of  the  full  fashioned  hosiery  indtistry  between 
manufacturers  with  union  shops  and  the  full 
fashioned  hosiery  workers.    In  the  Chicago  plan 
of  the  Amalgamated  Clothing  Workers,  put  into 
effect  in  1923,  one  and  one-half  percent  of  the 
payroll  is  paid  by  the  workers  and  three  percent 
by  the  employers.    After  waiting  for  a  period  of 
one  week  of  unemployment,  benefits  are  paid 
amounting  to  30  percent  of  the  full  time  wages 
of  the  workers,  but  not  to  exceed  #15  a  week  or 
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for  more  than  three  and  three^foorths  wee^a  in 
each  season*    An  Interesting  feature  of  this  plan 
is  that  it  also  inclades  payment  for  short  time 
work  on  a  hasis  of  fort;  percent  of  the  hourly 
wage  below  thirty-six  hours  per  week.    The  funds 
are  administered       the  unit  system,  each  factory 
controls  its  own  funds;  thus,  in  this  way  the 
fund  is  suhject  to  payments  only  in  case  of  unem- 
ployment in  its  own  factory,  but  all  firms  are 
directed  by  the  same  board  of  trustees  and  rules 
between  factories  are  unifozm.    An  efficient 
unemployment  bureau  is  an  outstaMing  feature  of 
this  plan. 

The  New  York  and  Hoohester  plans  were 

established  in  1926  and  have  the  following  dif* 

ferenoes  from  the  Chicago  system: 

1*  Employers  alone  contribute  to  the  fund 
to  the  amount  of  one  and  one -ha If  per- 
cent of  the  payroll* 

2*    The  New  York  fund  coyer s  the  whole  of 
the  market  rather  than  being  divided 
into  funds  for  each  establishment. 

3.    The  rules  are  not  as  precise  as  in 
Chicago;  the  need  of  the  applicant 
is  the  determining  factor  in  granting 
benefits,  a  fact  v^ich  causes  no  little 
embarrassment  at  times  in  administra- 
tion* 
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Under  the  Clevelaiid  plan  employers 
I  guarantee  forty  weeks  of  work  and  agree  to  pay 

one*half  the  wages  which  regular  workers  may  lose 
from  failure  to  have  forty  hours  work,    From  1927  - 
1929  this  had  resulted  in  payments  of  one- half  of 
one  percent  of  the  total  wages  for  that  period, 

and  less  than  one  percent  of  the  total  sales  of 
the  firms  concerned,  showing  the  slight  burden 
on  industry  entailed  hy  such  an  arrangement. 

On  June  3,  1922  the  National  Electrical 
Manufacturers  Association,  comprising  three 
hundred  companies,  employing  some  two  or  three 
hundred  thousand  persons  and  responsible  for 
from  eighty  to  ninety  percent  of  the  output  of 
their  field,  proposed  an  unemployment  insurance 
plan.    This  is  the  first  instance  of  an  entire 
industry  associating  its  members  in  a  definite 
attempt  to  provide  protection  against  unemploy- 
ment for  its  employees*    The  plan  is  similar  to 
the  set  up  of  the  General  Electric  scheme  with 
contributions  from  both  employers  and  employees, 
I  the  percentage  being  one  percent  for  each. 

However,  if  the  employer  guarcmtees  work  enough 
to  equ&l  fifty  percent  of  the  normal  wage  he  is 
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esc  used  from  making  a  contribution. 

The  pioneer  steps  toward  groap  onemploy- 
ment  insurance,  however,  have  been  taken  in 
Rochester,  Kew  York.    Even  before  the  depression, 
a  Committee  on  Civic  Unemployment  was  given  the 
task  of  focusing  community  attention  to  the  proble 
of  unemployment  and  to  awaken  local  employers  to 
their  responsibility  in  aiding  the  solution  of 
the  problem.    That  this  committee  has  done  effect- 
Its  work  is  evidenced  by  the  fact  that  nineteen 
companies  each  employing  from  forty-five  to 
thirteen  thousand  workers  have  Joined  in  an 
unemployment  benefit  scheme  viilch  in  normal  times 
affects  more  than  twenty- six  thousand  workers. 
Added  to  this,  steps  have  been  taken  to  stabilize 
seasonal  and  even  to  reduce  cyclical  unemployment. 
The  employers  admit  such  a  plan  is  to  their  ad- 
vantage.   They  contribute  two  percent  of  the 
annual  payroll  until  five  payments  have  been 
made.    This  fund  was  ready  to  use  in  January  of 
1923.    Workers  who  are  eligible  for  benefit  pay- 
ments are  those  v^ose  average  earnings  are  less 
than  fifty  dollars  per  week  and  who  are  employees 
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of  more  than  one  year's  service.    They  receive 
sixty  percent  oi  their  average  earnings  with  a 
maximum  of  twenty -two  dollars  and  fifty  cents 
per  week.    The  duration  of  payments  is  dependent 
on  the  length  of  service,  six  weeiiLS  fbr  those 
previously  employed  between  twelve  and  eighteen 
months,  up  to  thirteen  weelcs  for  those  of  five 
years  or  more  of  service,  after  a  waiting  period 
of  two  weeks.    Part  time  workers  are  given  the 
difference  between  actual  earnings  and  entitled 
benefits  and  if  working  temporarily  elsewhere 
earnings  so  obtained  are  deducted  from  normal 
wages  and  any  difference  is  paid  from  the  fund. 
In  an  emergency  an  extra  tax  of  one  percent  on 
all  officials  and  workers  can  be  levied  to 
bolster  up  the  fund.    The  amount  thus  paid  is 
matched  by  the  company  plus  its  regular  contri- 
bution.   The  administration  of  this  plan  is 

through  a  committee  appointed  by  the  management 
and  provides  that  unemployed  persons  are  re- 
quired to  register  at  public  employment  offices 
and  to  report  to  their  respective  companies 
w^en  requested.     Such  persons  must  accept 
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reasonable  woric  If  it  is  offered,  else  forfeit 
the  right  to  benefits.    The  benefit  is  farther 
limited  to  involuntary  unemployment  and  liabili 
ty  of  the  employer  for  payments  is  limited  to 
the  amount  of  the  fund. 

In  spite  of  these  plans  the  total  num 
ber  of  workers  covered  is  disappointingly  low. 
It  would  seem  that  compulsion  is  necessary  if 
substantial  progress  is  to  be  made  in  furnish- 
ing this  kind  of  protection  to  workers. 
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CHAPTER  FOUR 
UKEMPLOYMEUT  IWSURAUCE 


The  Need  for  Uneaployment  Insarance 

To  restate  the  probl^  of  anemployment: 

(1)  although  there  are  no  accurate  data  as  to 
the  estent  of  anemployment  in  the  United  States, 
there  is  sufficient  information  to  indicate  that 
even  in  the  best  of  times  from  £,000»000  to 
3,000,000  workers  are  always  unemployed,  and  that 
during  the  present  depression  the  number  has  so 
far  mounted  from  5,000,000  to  probably  16,000,000. 

(2)  The  causes  of  unemployment  are  inherent  in 
the  very  nature  of  our  social  structure  and  are 
of  the  Tery  flesh  and  blood  of  the  existing  sys* 
tem  of  production.     (2)  The  oonsequenoes  of  unem* 
ployment  are  far  reaching  and  are  a  threat  to  the 
continuance  of  our  social  order.    (4)  The  worker 
is  unable  to  provide  for  prolonged  unemployment 

through  his  savings  because  of  the  inadequacy  of 
wages.     (5)  Charily  as  a  means  of  alleviating  dis^ 
tress  is  both  insufficient  and  humiliating. 
(6)  The  majority  of  the  remedies  suggested  for 
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the  reduction  ox  abolition  of  unemployment  either 
go  contrary  to  eoclal  h&l>lts  and  natural  forces 
which  are  insurmountable  in  practice,  or  if  feae- 
ible»  can  effect  only  eli^t  In^roYementB. 

It  may  be  assumed  that  the  present  Indus* 
trial  order  will  be  maintained  in  the  United  States 
for  some  time  to  come,  and  bo  long  as  the  present 
structure  of  society  lasts,  some  unemployment  will 
exist*    A  greater  problm  of  unemployment  than  in 
former  normal  years  may  even  be  expected*  Since 
unemployment  cannot  be  abolished  without  giving 
up  the  present  system  of  production  and  since  the 
majority  of  Americans  are  not  seriously  consid- 
ering the  demolition  of  the  present  social  order, 
some  way  must  be  found  to  prevent  the  distress 
which  uneaqployment  now  involves. 

There  is  scarcely  any  form  of  unemploy- 
ment relief  which  has  been  suggested  for  the 
United  States  which  has  not  been  tried  previoosly 
in  some  European  nation*    Private  charity,  poor 
relief,  "made  work,"  relief,  public  works,  trade 
union  benefit  plans  and  company  welfare  schemes 
have  all  been  found  wanting*    Therefore,  the  need 
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for  some  other  method  of  dealing  with  the  evils 
of  unemployment  seems  evident*    Unemployment  in- 
surance, based  on  the  principle  that  while  work- 
men are  employed,  pooled  reserves  may  he  built  up 
which  will  be  paid  oat  as  benefits  in  time  of 
unentployment,  due  to  causes  beyond  their  control, 
has  proven  most  satisfactory. 

definition  of  Insurance 

Insurance  is  "that  agency  which  protects 
an  individual  against  loss,  by  the  payment,  in 
the  event  of  some  definite  occurrence  resulting 
in  a  loss,  of  an  agreed  sum  of  money  out  of  a 
systematically  accumulated  fund  previously  col- 
lected from,  or  on  account  of,  a  group  of  persons 
of  which  such  an  individual  was  a  member.  The 
contingency  for  which  the  individual  is  protected 
may  be  one  which,  so  far  as  he  is  concerned,  may 
never  occur  at  all,  or  may  be  one  which  is  bound 
to  occur  at  some  time,  but  of  v^ich  the  time  of 
occurrence  is  unknown."^ 


United  states  Chamber  of  Commerce,  "Report  of 
th«  Committee  on  Continuity  of  Business  and 
Employment,"  p.  21. 
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EeqolBlte  for  Application  of  Insurance  to  Industry 

A  lose,  to  be  covered  by  insurance,  must 
be  a  loss  which  can,  in  seme  measure,  be  evaluated 
in  money*    Employment  has  a  monetary  value,  so  that 
as  far  as  the  worker  is  concerned,  the  risk  of  loss 
of  income  by  unemployment  cones  within  the  defini- 
tion of  insurance.    The  only  sources  of  actuarial 
data  for  the  determination  of  rates,  at  present, 
however,  is  to  be  found  in  the  records  kept  by 
the  few  individual  employers  who  have  experimented 
with  unemployment  benefit  plans* 

The  conception  of  insurance  is  confined 
to  those  who  are  normally  employable.    To  include 
those  who  are  unemployable  would  be  to  relegate 
the  insurance  principle  to  the  status  of  poor 
relief.    The  probability  of  the  occurrence  of  the 
contingency  must  be  predictable.  Unfortunately, 
all  types  of  unemployment  are  not  predictable. 
The  contingency  must  be  one  to  which  large  num- 
bers are  exposed,  but  which  is  unlikely  to  affect 
simultaneously  all  the  insured  persons.  This 
requisite  seems  applicable  to  unemployment,  for 
practically  all  wage  earners  are  exposed  to  the 
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risk  of  loss  of  income.     In  addition,  the  loss 
can  be  distributed,  for  it  is  onlikely  that  the 
entire  mass  of  wage  earners  would  be  oat  of  work 
at  the  same  time,    f'inally,  the  loss  mast  be 
beyond  the  control  of  the  insured.  Able-bodied 
workers,  willing  to  work,  but  unable  to  secure 
employment,  cannot  be  held  accountable  for  their 
position.    Employers,  as  such,  do  not  deliberately 
cause  unemployment.    The  problem  is  a  social  one 
beyond  the  control  of  any  individual. 

Insurability  of  Specific  Types  of  Uneniployment 

Two  classes  of  unemployment,  that  caused 
by  industrial  disputes  and  that  by  personal  in- 
capacities must  be  excluded.    The  risk  in  these 
cases  is  of  such  a  character  that  it  can  never 
be  covered  by  any  type  of  insurance.    The  diffi- 
culties of  determining  the  risks  of  cyclical 
unemployment  present  obstacles  to  a  scientifically 
calculated  plan.    Depressions  vary  in  their 
causes,  severity  and  duration  and  cannot  be 
readily  predicted.     No  single  insurance  fund  could 
cope  with  unemployment  caused  by  an  extended  de- 
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presaion.    Other  soarces  of  relief  woald 
necessarily  have  to  be  employed*  Teohnologioal 
anemployment,  at  present,  does  not  constitute  an 
insurable  risk.    There  is  no  basis  for  determining 
how  much  of  a  deterrent,  if  any,  the  payment  of 
unemployment  benefits  would  be  to  the  reabsorp- 
tion  of  displaced  workers  in  other  occupatiors* 
Of  all  the  forms  of  unemployment,  normal  sea&onal 
unemployment  is  most  capable  of  being  protected 
in  accordance  with  an  actuarial  calculation  of 
the  risk.^ 

The  most  important  factor  in  the  possi- 
bility of  relief  by  insurance  is  the  accumulation 
of  a  sufficient  reserve  to  meet  potential  demand. 
When  an  insurance  scheme  is  established,  payment 
of  benefits  cannot  begin  immediately,  but  must  be 
deferred  until  such  time  as  a  substantial  reserve 
has  accumulated. 

public  Insurance  plans 

Unemployment  insurance  plans  established 
in  foreign  countries  fall  into  two  classes. 


National  Industrial  Conference  Board,  "Unemploy- 
ment benefits  and  Insurance/*  p.  6. 
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mme ly ;    compulsory  and  Yoliintary.  Compiilsory 
systems  axe  those  under  which  unemployment  In- 
surance according  to  prescribed  conditions  is 
obligatory  for  designated  classes.  Voluntary 
plans,  like  the  Ghent  system,  include  trade 
unions  having  insurance  plans  of  their  own,  en- 
couraged and  subsidized  1^  the  state,  but  the 
establishment  of  such  plans  is  not  obligatory. 
The  difference  is  one  of  degree  rather  than  of 
kind,  for  there  is  a  marked  tendency  for  trade 
union  funds  which  beg£.n  as  voluntary  plans  to 
b  ec  ome  o  omp  ul  sory  • 

There  is  a  wide  difference  in  the  sys- 
tems on  most  of  the  important  points;  coverage, 
methods  of  contribution,  provisions  for  benefits 
and  methods  of  administration,  but  they  agree 
in  the  main  in  their  objective,  namely,  the 
relief  of  the  distress  caused  by  unemployment 
by  some  form  of  insurance. 

The  following  table  gives  a  list  of 
the  voluntary  unemployment  insurance  plans  with 
the  year  of  establishment  and  the  number  of 
persona  so  covered. 
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Voluntary  Unanployment  InBuranoe  Plans 


1 


Coantry  Year 

Belgium  1920 

Czeohoslovakia  19E1 

Sennari:  1927 

Finland  1916 
Prance 

Insurance  Associations  1905 

Municipal  Funds  1914 

Netherlands  1916 

Norway  1915 

Spain  1931 

Switzerland  1924 

Ugoslavia 

(Miners  and  Metal 
Workers ) 


Number  Insured 

706,000 
1,260.000 

306,000 
Suspended 

300,00 

All  workers  in 
districts  covered 

603,000 

44,000 


250,000 


Epstein,  op.  oit.,  p.  347. 
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Voluntary  Plane 

Unenrployment  insorance  went  through  the 
stages  of  Toliintary  effort  before  it  became  com- 
pulsory*   Belgium  and  Denmark  offer  an  example  of 
the  evaluation  and  problems  of  voluntary  insurance. 
In  Belgium  due  to  a  decentralized  government  the 
initiative  was  taken  by  cities,  but  later  the 
national  government  took  over  the  responsibility 
for  aid  and  has  evolved  a  system  of  rules  and  reg- 
ulations to  which  local  authorities  must  conform* 
In  Denmark  the  initiative  was  taken  by  the  national 
government  with  the  local  authorities  as  agents  of 
supervision  in  areas  where  they  are»  by  virtue  of 
their  close  contact,  qualified  to  know  local  con- 
ditions of  unemployment. 

The  Ghent  systoft,  as  the  plan  which 
originated  in  Ghent,  Belgium,  in  1694  was  called, 
was  made  a  law  in  1901  with  the  principle  of  sub- 
sidizing associations  of  workers  having  definite 
programs  for  paying  out->of*work  benefits  to  their 
unemployed  mesbers  and  also  to  individual  workers 
who  independently  provided  for  unemployment  through 
savings.    In  the  first  years  of  its  operation 
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fflacy  minor  modifi cat  ions  were  made  in  the  general 
plan,  but,  dae  to  the  anasaal  conditions  existing 
daring  and  after  the  war  a  complete  reorganization 
became  necessary.    The  whole  inearance  system  was 
unified  and  is  now  administered  by  the  National 
Emergency  Fund,  created  in  1920,^  whose  governing 
body  is  composed  of  nine  members,  three  of  v^om 
are  technically  qualified  to  deal  with  unemployment, 
three  who  represent  the  employers  and  three  who 
represent  the  v^rkers*    This  governing  body 
examines  the  rules  of  societies  applying  for  rec- 
ognition to  the  Minister  of  Labor,  makes  recommen- 
dations of  these  applications,  supervises  the  U6« 
of  funds  granted  throu^  the  board,  hires  and  dis- 
charges its  own  staff  and  may  be  empowered,  when 
the  occasion  arises,   to  authorize  loans  to  facil- 
itate the  undertaking  of  public  works  affording 
employment  in  times  of  depression.    The  income 
of  the  various  societies  is  derived  from  the  con- 
tributions of  their  members,  a  state  grant  of  two- 
thirds  of  the  amount  collected  by  the  members  and 


Unemployment  Insurance  in  Theory  and  practice, 
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grants  from  the  commanes  and  provinces  (the  amounts 
not  specified.)    As  it  works  oat,  the  communal  and 
provincial  assistance  is  about  as  large  as  that  of 
the  state,  thus  malLing  the  amount  coming  from  pub- 
lic funds  slightly  more  than  that  contributed  by 
the  wcrkers.    The  amounts  of  payments  in  the  case 
of  Belgian  societies  may  vary  since  each  society 
administers  its  own  payments,  but  "Uiere  are  cer- 
tain broad  regulations  conoerrJ.ng  payments  as  a 
whole;  for  esiaiaple,  no  payments  are  made  to  those 
unemployed  due  to  a  strike,  to  those  refusing 
other  suitable  work,  etc.     Insurance  is  not  paid 
to  a  worker  until  he  has  been  employed  regularly 
for  a  period  of  one  year  and  has  paid  his  contri- 
butions during  that  time.    There  are  also  provi- 
sions for  emergency  payments  in  the  case  of  pro- 
longed depression,  etc.     It  must  be  remeinbered 
that  in  Belgium  unemployment  insurance  is  volun- 
tary and  even  though  heavily  subsidized  by  public 
funds,  is  practically  limited  to  the  trade  unions 
and  reaches  only  half  the  workers.    This  system 
gives  little  inducement  to  industry  to  stabilize 
production  and  distribution  so  as  to  regularize 
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eorployment ,  and  the  employer  as  a  factor  in  the 
anenqployment  sitaation  is  left  out  entirely. 

Unemployment  inearence  in  Denmark  ie 
based  on  the  Ghent  system  and  except  for  minor 
differences  in  organization  or  administration  is 
the  same,    A  provision  is  made  that  where  a  Fand, 
fas  a  groap  organizing  for  the  purpose  of  secur- 
ing unemployment  insurance  is  called,  )  is  organ- 
ized by  a  trade  union,  persons  desiring  to  be 
admitted  but  who  are  not  members  of  a  trade  union, 
must  be  allowed  to  Join  the  Fund  and  receive  its 
benefits;  but  in  spite  of  this  provision  most  of 
the  insured  workers  belong  to  unions. 

It  becomes  evident  that,  if  adequate 
protection  is  to  be  given  the  bulk  of  wage  earners, 
a  national  system  of  compulsory  insurance  for  all 
workers,  with  the  burden  distributed  among  all 
groups  of  society,  is  the  only  fair  solution  of 
the  problem* 

Compulsory  Instxrance 

Compulsory  insurance  plans  are  now  in 
practice  in  thirteen  countries  and  protect 
42,000,000  workers.     Such  insurance  does  not  claim 
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to  te  a  panacea  against  all  Ills,  to  cure  onem- 
ployment  or  to  etablllze  production*    It  alms 
prlmarlljr  to  insure  against  the  hazards  of 
unemployment. 

The  compulsory  feature  Is  necessary 
because  it  has  been  proven  that  voluntary  insur- 
ance of  any  ^ind  cannot  offer  adequate  protection 
to  the  masses.    Even  when  encouraged  and  stimulated 
by  the  government,  voluntary  insurance  plans  have 
not  been  successful*    The  poorest  workers  either 
cannot  or  will  not  take  advantage  of  optional  In- 
surance plans.    Compulsion  is  essential  as  the  sole 
means  of  extending  protection  to  all  who  need  it. 

In  addition,  the  compulsory  feature  has 
certain  advantages*     Such  insurance  is  freed  from 
all  the  competitive  charges  inherent  in  private 
insurance.    There  are  no  expenses  of  promotion  and 
advertising  and  no  agents'  fees,  thus,  all  the  funds 
paid  in  are  used  for  the  payment  of  benefits. 
Furthermore*  the  compulsory  feature  of  such  plans 
has  the  advantage  of  equally  distributing  the 
burden  of  unesE^loyment.    When  the  workers  alone 
have  to  bear  the  brunt  of  unemployment,  it  is  In 
effect  subsidizing  the  defects  in  our  economic 
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order. 

The  oompaleion  factor  meets  with  oppo- 
sition on  every  hand,  bat  coinpalsory  legislation 
is  not  un]cnown  in  the  United  states.    There  is 
probably  no  country  today  where  prohibitive  and 
mandatory  legislation  is  so  prevalent.^  There 
are  restrictive  immigration  laws,  compulsory 
education  laws,  laws  restricting  the  employment 
of  children  in  industry,  compulsory  food  and 
factory  inspection*  sanitation,  zoning,  traffic 
laws  and  a  host  of  others.     Workers  are  familiar 
with  wage  deductions  for  all  sorts  of  purposes, 
sick  benefit  funds,  factory  welfare  plans  and 
other  contributions  of  various  sorts.    The  sole 
aim  of  such  legislation  is  that  of  promoting 
human  welfare  and  as  such  cannot  be  objected  to 
by  any  socially  minded  citizen. 

The  question  as  to  whether  workers 
should  contribute  to  unemployment  insurance 
plans  has  been  raised.     So  far  as  sound  prin- 
ciples of  social  insurance  are  concerned  it  is 
not  essential  that  workers  make  direct  contri- 
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butlons  to  such  insurance.    They,  it  is  claimed* 
are  not  responsible  for  the  cocduct  of  business 
and  reallj^  do  make  a  contribution  in  that  in 
times  of  unemployment  there  ia  a  partial  loss  of 
income  even  under  unemployment  insurance  plans. 
But  froB  a  psychological  and  practical  angle  it 
is  desirable  that  workers  shall  contribute.  Par- 
ticipation protects  the  worker's  self  respect  and 
distinguishes  such  benefits  as  he  may  receive  from 
the  "dole."  It  gives  him  a  share  in  the  plan  and 
a  right  to  participate  in  its  administration,  and 
it  encourages  thrift. 

Bmployers  should  be  required  to  contri- 
bute for  industry  is  held  responsible  for  the 
efficient  maintenance  and  upkeep  of  its  plants 
and  machinery.    Workers  are  vital  to  efficient 
production,  therefore  should  be  included  as  a 
factor  for  which  responsibility  is  recognized. 
A  program  of  social  insurance  promotes  the 
workers'  welfare,  improves  their  standard  of 
living  and  raises  their  efficiency.  Employers 
are  direct  beneficiaries  of  these  betterments 
80  (^ould  help  to  finance  them.    Compulsory  in- 


I 


4 


sorance  equalises  competition  between  industries 
by  making  all  employers  bear  a  proportionate 
share  of  tiie  cost. 

Contributions  from  the  gOYernment  are 
advocated  on  the  grounds  that  it  is  the  duty  of 
the  state  to  promote  the  welfare  of  its  citizens, 
and  that  the  resulting  improvements  in  health 
and  social  standards  wo  aid  save  sums  now  spent  in 
oaring  for  the  unfortunate  victims  of  economic 
maladjustments.    The  state  would  be  justified  in 
obtaining  its  ftinds  from  income  and  inheritance 
taxes,  for  it  seems  a  small  price  for  the  individ- 
ual to  pay  for  the  guarantee  of  the  stability  of 
the  social  order  and  a  more  stable  production 
which  means  more  sure  and  steady  profits.  Indi- 
viduals ultimately  pay  the  costs  of  social  relief 
as  now  administered,  for  the  increased  demands 
for  welfare  aid  are  being  met  through  money  ob- 
tained by  increasing  the  tas  levies  and  in  dona- 
tions to  private  charity.    The  use  of  income  and 
inheritance  tax  moneys  for  the  purposes  of  social 
insurance  would  equalize  the  contributions,  for 
they  would  be  collected  in  proportion  to  a 
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person's  abilitj^  to  pay.    Under  the  present  system 
many  do  not  give  in  proportion  to  their  ability. 
In  reply  to  the  assertion  that  such  taxation  would 
prevent  the  accumulation  of  capital  funds  for 
productive  enterprises,  it  may  be  said  that  the 
available  capital  in  the  United  States  is  in 
excess  of  the  demand  and  large  amounts  have  been 
exported  to  other  lands  for  use  there.    Every  issue 
of  government  securities  has  been  oversubscribed. 
Capital  has  been  so  plentiful  and  cheap  that  in- 
dustries have  been  expanded  far  beyond  demand  or 
even  ability  to  consume  granted  that  unlimited 
purchasing  power  were  available. 

Insurance  in  England 

In  England  the  trade  unions  had  worked 
out  schemes  for  aiding  their  members  during  periods 
of  unemployment.    The  unions  were  afraid  their 
efforts  would  be  absorbed  in  a  national  system 
and  were  not  in  favor  of  compulsory  insurance. 
Under  the  direction  of  the  Poor  Law  commission  a 
systemi  of  state  controlled  employment  exchanges 
were  set  up.    In  1911  the  Board  of  Trade  spon- 
sored the  National  Insurance  Bill  and  the  second 
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part  of  that  bill  oontained  the  scheme  for  unem- 
ployment insurance •     It  went  into  effect  in  July, 
1912  and  was  necessarily  of  an  essper imental  nature 
since  it  was  the  first  system  of  its  kind  anywhere. 
Only  a  few  selected  trades  were  originally  in- 
cluded, namely:     building,  construction  of  works, 
ship  building,  mechanical  engineering,  iron  foun- 
dries, vehicle  construction  and  saw  milling,  and 
all  manual  workers  in  these  trades  plus  any  others 
receiving  less  than  one  hundred  sixty  pounds  per 
year  were  covered.    Weekly  contributions  were  made 
by  employees  which  were  matched  by  similar  con- 
tributions by  employers  and  added  to  by  the  state 
by  a  contribution  of  one -third  of  the  combined 
amounts.     In  paying  benefits  a  distinction  was 
made  between  workers  18  years  of  age  and  over 
and  those  under  18  years;  those  under  18  receiv- 
ing only  one-half  the  amount  paid  the  others. 
Benefits  were  not  paid  until  after  a  specified 
number  of  days  of  unemployment  and  were  paid 
for  only  a  limited  number  of  weeks,  and  restricted 
to  a  specified  ratio  of  benefits  to  each  paid  up 
contribution.    In  order  to  receive  the  payments 
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a  worker  mast  have  been  employed  in  an  insured 
trade  for  a  specified  length  of  time  and  to  prove 
that  he  was  capable  of  work  bat  anable  to  secure 
suitable  employment.    The  aim  of  the  1911  act  was 
to  evolve  an  actuarially  sound  insurance  plan  and 
was  not  primarily  concerned  with  the  length  of 
unemployment  nor  the  need  of  the  worker.    The  plan 
was  successful  in  its  operation  in  its  first  years 
under  normal  conditions.    In  1916  coverage  was 
extended  to  v/orkers  in  the  munition  and  allied  war 
industries  trades.    During  the  war  there  was  little 
unemployment  and  although  many  advocated  at  that 
time  the  extension  of  insurance  to  include  more 
workers  it  was  delayed  until  1920,  thus  providing 
grounds  for  an  outstanding  criticism  of  the  system. 

With  the  cessation  of  the  war  and  the 
demobilization  of  the  army,  England  faced  the 
problem  of  reemploying  not  only  her  ex-service  men 
but  workers  who  had  become  unemployed  because  war 
industries  had  ceased.    Political  and  economic 
affairs  were  in  chaos,  and  rather  than  face 
possible  revolution,  out-of-work  grants  were 
given  to  ex-service  men  who  were  unable  to  secure 
employment.    Later  these  grants  were  extended  to 
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Other  workers.    This  relief  was  not  part  of  the 
insarance  system,  but,  because  It  was  administered 
by  the  labor  exchanges,  public  opinion  associated 
the  two  and  the  term,  '^dole",  used  to  characterize 
the  government  grants  at  the  time,  was  applied  to 
insurance  benefits  as  well.    The  criticism  of  these 
emergency  measures  while  it  was  unfounded,  shook 
public  confidence  in  unemployment  insurance  prin- 
ciples.    In  1920  an  act  was  passed  extending 
coverage  to  a  larger  number  of  industrial  workers 
and  raising  the  benefits  without  increasing  the 
rates  of  contributions.    In  most  of  the  important 
details  the  act  of  1911  was  followed  and  its  pur- 
pose was  to  definitely  establish  again  the  insur- 
ance principle.    But  the  legislation  passed  did 
not  recognize  the  effects  of  widespread  and  pro- 
longed unemployment  and  was  inadequate  to  meet  the 
situation.    The  government  has  been  criticized  for 
its  failure  to  shoulder  more  of  the  financial  bur- 
den at  the  beginning,  a  procedure  which  would  have 
stabilized  uneorployment  funds,  and  for  the  many 
changes  made  between  1921-1926  which  undermined 
the  contributory  basis  of  the  insurance  system  by 


( 


92- 


the  progreeEive  extension  of  the  period  in  which 
benefits  were  paid,  and  by  the  softening  of  the 
requirements  for  benefit  claims  and  finally  by  the 
elimination  of  the  arithmetical  relationship  between 
weeks  of  contribution  and  weelcs  of  benefits. 

Immediately  following  the  act  of  1920 
came  the  depression  of  1921-22*    The  workers  who 
had  recently  been  included  in  insurance  provisions 
had  not  built  up  sufficient  reserves  to  care  for 
the  prolonged  unemployment  which  occurred,  yet  they 
had  been  promised  protection.    Therefore,  a  system 
of  extended  benefits  was  initiated  which  gave 
additional  grants  to  those  who  had  exhausted  their 
regular  insurance  benefits.    Prom  this  time  until 
1927  the  insurance  act  became  a  political  football 
amended  first  in  one  direction,  then  in  another, 
with  a  growing  tendency  for  the  insurance  principle 
to  be  disregarded  and  degeneration  into  a 
glorified  dole  system. 

In  1931  important  changes  were  made  under 
the  National  Government.    Contributions  were  in- 
creased and  benefits  were  decreased,  original 
benefits  were  limited  in  duration  and  additional 
grants  allowed  only  upon  the  basis  of  need.  While 
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theee  additional  grants  were  handled  by  the  employ- 
ment exchangee  they  were  under  the  direction  of  the 
local  poor  law  administrators  and  the  eapenses  in- 
curred were  met  by  the  government* 

The  method  of  administration  of  the  British 
unemployment  insurance  is  simple,  direct  and  less 
expensive  than  that  of  private  insurance.    The  Labor 
Exchanges  not  only  perform  the  duties  connected  with 
the  payment  of  benefits  but  also  have  charge  of 
placing  workers.    The  costs  of  administration  are 
borne  by  the  Fund* 

While  there  is  dissatisfaction  with  the 
British  Unemployment  System,  there  are  few  advo- 
cates to  the  return  of  the  poor  Law  principles  of 
the  nineteenth  century.    The  Committee  on  Industry 
and  Trade,  headed  by  the  late  Sir  Arthur  Balfour, 
in  its  report  in  1929,  says  of  the  effects  of  the 
British  Unemployment  System:^    "On  the  broad  ques- 
tion of  the  merits  and  value  of  the  Unemployment 
Insurance  scheme  as  a  whole,  both  from  the  point 
of  view  of  general  social  welfare  and  that  of 
industrial  and  commercial  efficiency,  our  opinion 


Pinal  Report  of  the  Committee  on  Industry  and 
Trade,  March,  1929,  pp.  131-126. 
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Is  that  the  scheme  has  amply  Justified  its  estab- 
lishment.   That  working  people  should  by  some 
method  of  insurance  be  safeguarded  against  the 
worst  risks  of  involuntary  unemployment  is,  in 
our  opinion,  a  very  great  advantage,  not  only  to 
themselves,  but  to  the  trades  which  they  follow; 
for  there  is  nothing  so  detrimental  to  industrial 
capacity  and  morale  as  long  continued  idleness 
without  sufficient  means  of  sustenance*    How  the 
country  would  have  fared  had  not  the  insurance 
machinery  been  available  in  its  time  of  need,  we 
find  it  difficult  to  imagine.    Throughout  the 
last  fev/  years,  it  has  been  a  matter  of  constant 
comment  that  so  deep  and  prolonged  a  trade  de- 
pression has  produced  so  little  actual  suffering 
in  comparison  with  the  experience  of  far  slighter 
and  more  transient  periods  of  depression  before 
the  war.    There  has  been  practically  no  decline 
in  the  consumption  of  the  essential  necessaries 
of  life  in  spite  of  the  fact  that  a  million  or 
more  workers  have  been  earning  no  wages  at  their 
trades.    For  this  happy  result,  a  large  part  of 
the  responsibility  undoubtedly  rests  with  the 
Unemployment  Insurance  scheme.^ 
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Insurance  In  Germanjr 

In  Germany  yarioas  forms  of  unemployment 
relief  were  tried,  but,  due  to  the  unsettled  con- 
ditions of  labor  and  the  whole  economic  structure 
after  the  war,  these  were  unsuccessful  and  in  the 
end  a  scheme  based  on  the  eaaie  principle  as  that 
of  Great  Britain  was  adopted.    After  exemptions 
had  been  made,  four-fifths  of  the  wage  and  small 
salary  earners  were  included  in  the  unemployment 
insurance  system  established  by  the  act  of  19S7. 
The  entire  burden  of  financing  this  insurance 
rested  on  the  workers  and  employers,  with  govern- 
ment aid  only  in  time  of  emergency  and  prolonged 
unemployment,  and  with  provisions  for  contributions 
from  both  local  and  federal  authorities.  The 
regular  contributions  are  made  according  to  the 
income  of  the  worker,  half  being  paid  by  him  and 
the  other  half  by  the  employer.    The  government 
pays  the  entire  cost  of  administration.    The  con- 
ditions of  payment  are  much  like  those  of  England 
with  the  exception  that  persons  receiving  sick 
or  maternity  benefits  or  any  other  form  of  pay- 
ment are  excluded  from  unemployment  benefits  at 
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the  same  time.    The  control  of  this  system  rests 
in  the  hands  of  workers  and  employers  on  a 
national  scale.     This  was  the  logical  outcome 
since  the  government  under  normal  conditions  has 
no  share  in  the  contributions,  but  it  retains  a 
supervisory  interest  in  the  person  of  the  Federal 
Minister  of  Labor.    From  1927-1920  various  adjust- 
ments have  been  made  in  administration*  but  in  the 
main  the  original  system  has  been  carried  over. 

The  following  table  lists  the  foreign 
countries  having  compulsory  unemployment  plans, 
giving  date  of  establishment,  and  the  number  of 
persons  so  covered. 
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Compulsory  Unemployment  Insurance  Flans 


Country 

Austria 

Bulgaria 

Germany 

Great  Britain 

Irish  Free  State 

Italy 

Luxemburg 

New  Zealand 

Northern  Ireland 

Poland 

Manual  workers 

Salaried  workers 

Queensland 

Russia 

Switzerland 

12  cantons  and  Zurich 


Year  Approximate  No.  Insured 

1920  1,200,000 

1926  267,000 

1927  20,600,000 
1911  12,600,000 
1911  296,000 
1919  4,600,000 

1921  Not  operative 

1930   

1911  266,000 

1924  924,000 

1926  268,000 

1922  170.000 
Suspended 

200,000 


All  wage  earners  and  salaried  persons 
earning  below  a  specified  sum  are  included  with 
the  exception  of  domestic,  agricultural  and  gov- 
ernmental workers.     In  most  plans,  the  contribu- 


^Epstein,  op.  cit.,  p.  361. 
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tions  are  made  by  the  workers,  employees  and  the 
government,  bat  in  some  the  government  contributes 
only  in  an  emergency. 

Insurance  in  the  United  States 

The  situation  in  the  United  States  differs 
from  that  in  foreign  countries,  in  that  the  United 
States  is  not  a  single  governmental  unit  and  the 
responsibility  for  legislation  of  this  type  is  con- 
ceded to  the  individual  states  rather  than  to  the 

1 

federal  government.      The  view  is  that  regular iza- 
tion  of  employment  is  a  matter  for  each  individual 
employer  to  deal  with.    Few  employers  have  attempted 
to  reenforce  stabilization  plans  with  unemployment 
benefits.     Only  one  state,  namely,  Wisconsin,  has 
succeeded  in  passLng  any  foxm  of  uneooployment  in- 
surance. 

The  Y/isconain  Unemployment  Insurance  Act 

The  original  Wisconsin  bill  was  intro- 
duced into  the  legislature  in  1921  and  again  with 
amendments  in  192S,  19 2&  and  1927,  but  was  de- 


Kational  Industrial  Conference  Board,  "Unemploy- 
ment Benefits  and  Insurance,"  p.  78. 
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feated  each  time.     In  this  the  burden  was  placed 
upon  the  employer,  on  the  principle  that  as 
pressure  placed  upon  the  employer  in  the  workmen's 
compensation  act  tended  to  induce  them  to  reduce 
accidents,  in  order  to  reduce  the  premium  payments, 
60  would  a  similar  pressure  cause  them  to  find 
means  to  reduce  unemployment.    VlHien  it  was  finally 
passed  in  1922  it  was  the  first  legislative  action 
by  any  state  in  the  United  States  in  the  matter 
of  compulsory  insurance. 

Its  primary  purpose  is  unchanged  from  the 
original,  namely,  to  promote  industrial  planning 
to  stabilize  industry  and  thus  employment,  but, 
realizing  that  complete  stabilization  is  not 
attainable,  provides  reserves  for  relief.  The 
provisions  w^ich  have  to  be  met,  even  by  schemes 
of  a  voluntary  nature  which  are  provided  for, 
are  as  follows*. 

1.  Applicable  to  employers  having  ten  or 
more  workers,  with  the  e:Kceptions  of 
farmers,  domestic  servants,  etc. 

2.  Contributions  of  two  percent  of  the 
weekly  payroll  of  workers  receiving  less 
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than  three  hundred  dollars  a  month  bat 
not  under  contract.    When  contributions 
reach  a  total  of  fifty-five  dollars  per 
work:er  the  rate  may  be  reduced  to  one 
percent  until  a  maximum  of  seventy-five 
dollars  is  reached,  at  which  point  contri- 
butions may  cease  until  benefits  are  paid 
out.     Such  money  is  deposited  to  the  in- 
dividual employer's  account  in  the  state 
unemployment  fund.    Each  employer's  lia- 
bility is  limited  to  the  amount  of  his 
reserves* 

3.    Benefits  at  the  rate  of  fifty  percent  of 
normal  wages  are  paid  with  a  ten  dollar 
a  week:  masimum  and  for  a  period  not  to 
esceed  ten  weeks  in  a  year  and  in  relation 
to  the  length  of  previous  employment. 
Irregular  workers  are  eligible,  but  their 
benefits  would  be  so  small  as  to  be 
negligible. 

It  is  claimea  that  by  these  provisions  labor  will 
gain  in  the  following  ways: 

1.     It  will  strengthen  the  position  of  labor 
in  the  state. 
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2.     It  will  afford  a  modest  compensation  for 
the  tinenrployed. 

Z,     It  will  stimulate  regular izat ion  of  business. 
Its  sponsors  believe  the  basic  provisions  are  sound 
and  look  forward  to  see  it  strengthened  by  raising 
the  contribution  rate  and  the  payment  of  more  ex- 
tended benefits. 

The  chief  criticism  of  this  plan  is  that 
it  applies  only  to  the  larger  employers,  those 
having  ten  or  more  workers.     It  gives  the  smaller 
employer  an  advantage,  for  in  the  competitive  mar- 
ket, for  a  given  grade  of  labor  the  wages  paid  tend 
to  be  the  same,  but  the  smaller  employer  has  no  in- 
surance to  pay.    However,  the  plan  works  against 
the  smaller  employer  at  another  point.  Provision 
is  made  that  if  a  worker  who  is  laid  off  finds 
Vi/ork  elsewhere  and  is  recalled  by  his  fomer  em- 
ployer and  does  not  respond,  he  becomes  ineligible 
for  benefits  from  that  employer.    Thus,  in  good 
times,  the  labor  supply  of  the  uninsured  employers 
will  tend  to  be  unstable,  for,  wages  being  equal, 
the  security  of  insurance  is  desirable  to  workers. 

Another  criticism  is  that  the  small  re- 
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qaired  reserve  per  employer  limite  Ite  effective- 
ness.   Contributions  should  be  made  by  the  employer 
over  a  longer  period  of  time,  at  the  one  percent 
rate  perhaps,  thus  raising  the  limit  of  the  total 
reserve  per  employee.    Fear  that  the  migration  of 
out-of-state  labor  for  short  periods  would  be 
prevalent  can  be  allayed  because  of  the  inclusion 
of  a  clause  requiring  employers  to  pay  to  the  fund 
a  lump  sum  equal  to  the  minimum  benefits  the  dis- 
charged non-eligible  out-of-state  employee  would 
have  received  had  he  been  eligible.    Such  sums 
would  be  used  for  the  costs  of  administration. 

Other  criticisms  of  this  act  have  been 
made  which  are  applicable  to  all  acts.    The  ques- 
tion of  malingering  on  the  part  of  workers  under 
any  scheme  of  unemployment  benefits  has  been 
raised.     In  most  of  the  proposed  legislation  the 
amount  received  is  so  small  in  comparison  with 
the  wants  of  most  people  that  the  benefits  re- 
ceived would  not  act  as  an  incentive  to  malinger- 
ing.   The  claim  is  made  that  the  two  percent  con- 
tribution is  the  same  as  a  two  percent  increase 
in  wages,  passed  on.     It  is  hard  to  determine 
where  the  incidence  rests,  for  at  times  it  seems 
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to  be  borne  by  each  separately,  and  at  times  by  a 
combination  of  t\i^o  or  more  of  consumer,  employer 
or  employee  depending  on  the  conditions  causing 
the  particular  unemployment.     It  is  generally 
conceded  that  unemployment  insurance  costs  should 
be  included  in  costs  of  operation,  as  are  pre- 
miums paid  for  accident  insurance.    The  movement 
of  enterprises  out  of  a  state  having  insurance  to 
one  not  having  such  insurance  seems  unlikely,  for 
any  concern  that  would  be  affected  by  insurance 
would  be  likely  to  have  a  considerable  capital 
investment  which  it  would  be  unprofitable  to  move. 
There  is  a  possibility,  however,  that  it  may 
deter  new  enterprises  from  entering  the  state. 

An  additional  criticism  points  out  that 
a  flat  rate  of  benefit  does  not  take  into  consid- 
eration changes  in  the  value  of  the  dollar.  In 
order  to  overcome  this  defect  some  gystem  of  a 
sliding  scale  of  contributions  and  payments  would 
be  necessary. 

In  summing  up  the  aspects  of  the  Wis- 
consin law,  the  observation  made  by  £.  £.  Muntz 
is  pertinent,  "It  is  simple  and  direct,  with  no 
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oatstanding  weaknesses  and  should  be  effectlTe 
In  addition  to  serving  as  a  basis  for  future 
legislation.""^ 

Other  proposed  Legislation 

In  January,  1916,  the  first  unemployment 
insurance  bill  in  the  United  states  was  introduced 
into  the  Massachusetts  legislature.     It  met  with 
great  opposition,  and  was  not  reported  out  of  com- 
mittee.   The  main  features  of  the  bill  were  based 

on  the  British  Unemployment  Act.     The  provisions 

2 

were,  in  the  main,  as  follows: 

1.  Applicable  to  all  employees  over  18  years 
of  age  earning  $25  a  week  or  less* 

2.  Contribution  to  be  made  jointly,  one 
quarter  by  the  employer,  one  quarter  by 
the  employee,  and  one-half  by  the  state. 

3.  iienefits  to  be  scaleu  from  |£.60  to  $7, 
according  to  the  accustomed  salary  of  the 
insured,  and  limited  to  ten  weeks  in  any 
insurance  year  and  paid  only  provided 


E.  B.  Muntz,  American  Economic  Beview,  September, 
1922.  pp.  414-426. 

9 

National  Industrial  Conference  Board,  "Unemploy- 
ment Benefits  and  Insurance,"  p.  62. 
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the  applicant  had  been  employed  ten  weeks 
in  each  of  the  preceding  three  years  and 
mast  have  paid  at  least  twenty-sis  con- 
trihations* 

A  second  bill  was  introduced  into  the 
legislature  in  1922  and  was  referred  to  a  special 
committee  on  unemployment.^    In  this  bill,  con- 
tributions, as  in  Wisconsin,  are  restricted  to 
employers  alone,  bat,  whereas  stabilization  of  in- 
dustry was  the  paramount  issue  there,  the  Massachu- 
setts bill  emphasizes  the  stabilization  of  income. 
The  sponsors  of  this  bill  feel  that,  although  during 
times  of  unemployment,  the  worker  receives  a  benefit, 
this  amount  is  not  equal  to  his  normal  wage,  he 
receives  no  benefit  during  the  waiting  period  nor 
after  payments  have  ceased  and,  therefore,  is  at 
so  much  of  a  disadvantage,  that  he  should  not  be 
asked  during  periods  of  employment  to  make  contri- 
butions to  unemployment  insurance  funds.  This 
plan  follows  that  of  Wisconsin  closely  with  only 
a  minor  change  or  two.    An  interesting  feature  of 


National  Industrial  Conference  Board,  "Unemploy 
ment  Benefits  and  Insurance,"  p.  65. 
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the  plan  is  the  provlBlon  that,  to  protect  the 
fund  from  loss  through  bank  failure  a  petition 
should  be  made  to  Congress  to  amend  the  laws  gov- 
erning the  Federal  Eeserve  Banks,  so  that  suoh 
funds  could  be  deposited  with  those  institutions. 
Failing  this,   investment  is  to  be  made  in  govern- 
ment bonds. 

The  committee  reported  unanimously 
against  compulsory  insurance.     The  bill  was  nesit 
introduced  in  19 £6  and  from  then  on  has  been  pre- 
sented in  practically  the  same  form  each  year. 

In  New  York,  unemployment  insurance  was 
before  the  legislature  in  19ZZ,     Several  well 
attended  hearings  were  held,  one  bill  passed  the 
senate,  the  governor's  message  stressed  the  im- 
portance of  such  legislation,  but  important 
political  forces  opposed  the  bill  and  it  failed 
to  go  through  on  the  grounds  that  industry  could 
bear  no  further  burden,  even  though  the  bill  pro- 
vided that  no  contributions  should  be  made  until 
there  had  been  an  increase  of  twenty  points  in 
the  index  number  of  factory  payrolls  in  the 
state  (as  computed  and  published  by  the  Labor 


107 


Department)  over  the  indea  for  December,  1932, 
and  that  the  Increase  continues  for  six  consecu- 
tlTe  months  before  action  shoald  be  taken.  This 
bill  contains  essential  differences  from  the 
Massachusetts  and  Wisconsin  bills.    The  main 
points  are  summarized  as  followE: 

1«     In  general  all  manual  workers  and  others 
earning  less  than  twenty- five  hundred 
dollars  per  year  are  eligible. 
E.    Contributions  are  to  be  made  by  employers 
of  two  percent  of  the  payroll  of  employees 
80  covered  plus  one  percent  of  the  wages 
of  employees.    Employers*  contributions 
are  to  be  raised  to  three  and  one-half  or 
lowered  to  one  percent  according  to  the 
stability  of  employment. 
3.    Administration  to  be  handled  by  the  state 
with  all  contributions  collected  into  one 
general  fund. 
4*    Benefits  of  sixteen  weeks  duration,  to  the 
amount  of  fifty  percent  of  the  salary  for 
single  persons,  but  not  to  exceed  twelve 
and  one-half  dollars  per  week,  and  for 
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married  persons  an  additional  ten  percent 
ior  a  dependent  wife  plae  five  percent 
for  each  dependent  child  or  parent,  with 
a  limitation  of  a  total  of  seventy-five 
percent  of  the  salary  and  in  no  case  to 
exceed  seventeen  and  one-half  dollars  per 
week,    part  time  workers  are  to  receive 
benefits  commensurate  to  the  time  worked. 
In  Connecticut  a  commission  was  appointed 
to  study  the  situation  and  offered  a  plan  of  dis- 
missal wages  for  stable  industrial  workers.  This 
plan  provides  for  the  following  points: 

1.  Contributions  of  two  percent  from  both 
employer  and  employee,  the  contributions 
from  the  «nployer  to  be  made  only  until 
a  seventy -five  dollar  per  employee  point 
has  been  reached. 

2.  In  the  administration  of  this  plan  the 
contributions  from  the  employees  are  to 
be  kept  separately  and  are  to  be  used  to 
draw  on  when  unemployed  for  any  reason 

'Whatsoever.    All  funds  are  to  be  deposited 
with  the  state  treasurer. 
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3.    Benefits  are  to  be  paid  to  the  workers 
who  have  been  dropped, 
a*    Half  wages,  not  to  he  below  five 
dollars  or  above  ten  dollars  for 
nine  weeks  for  those  having  been 
employed  for  forty  weeks  and  con- 
tinaing  for  twelve  weeks  for  those 
having  been  employed  fifty-two 
weeks,  bat  no  worker  to  receive  more 
than  one-hundred  twenty  dollars  in 
any  consecutive  fifty -two  weeks. 

b.  Any  worker  who  is  dropped  without  one 
week's  notice  after  thirteen  weeks 
and  before  the  fortieth  week  of  work 
is  to  receive  half  pay  for  two  weeks, 
not  to  exceed  twenty  dollars. 

c.  Any  worker  wdio,  after  forty  weeks 
work,  is  cat  in  pay  to  below  half 
pay  not  to  exceed  ten  dollars  will 
receive  from  the  fund  a  sum  which 
will  bring  his  wages  up  to  that  figure 
for  not  more  than  forty-two  weeks 

out  of  fifty-two  weeks  and  not  to 
exceed  one -hundred  twenty  dollars 
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in  an^  fifty-two  week  period.  In 
case  of  eubeeqaent  diemissal  anjr  sup- 
plementary pay  80  allowed  would  be 
deducted  from  the  amount  of  dismissal 
wages  to  which  he  was  entitled. 
4.    Exemptions  from  this  plan  include  those 

receiving  over  two  thousaiod  dollars  a  year, 
those  who  quit  work  voluntarily,  those  who 
are  dismissed  lor  cause,  those  who  are 
unemployed  due  to  trade  disputes,  those 
who  are  mentally  or  physically  handicapped 
or  another  way  unemployable* 
The  commission  points  out  the  simplicity 
and  economy  of  the  plan  and  stresses  the  fact  that 
it  has  an  essential  difference  from  the  typical  plan 
in  that  it  does  not  involve  a  determination  of  what 
constitutes  suitable  work  or  of  when  an  employee 
finds  other  work  and  is  therefore  ineligible  for 
benefits.    Under  this  plan  the  only  way  to  stop 
benefits  is  for  the  worker  to  be  rehired  by  his 
former  employer. 

In  Ohio  the  main  features  of  the  bills 
which  have  been  drawn  up  are: 
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1»    Contributions  ot  two  percent  by  employers 
and  of  one  percent  by  employees. 

2*    Administration  by  the  state  of  the  reserves 
which  will  be  pooled. 

S.    Benefits  of  fifty  percent  of  the  regular 
salary  not  to  exceed  fifteen  dollars  per 
weelc  with  provision  for  deducting  part 
time  wages  from  this  amount. 

4.  A  waiting  period  of  three  weeks  before  ben- 
efits are  paid. 

5.  A  one  year  period  in  which  to  build  up  the 
fund,  during  which  time  no  payments  are  to 
be  made. 

6.  Provision  is  made  that  premiums  after  three 
years  are  to  be  graded  according  to  the 
amount  of  unemployment  in  each  industry. 

The  plans  of  the  last  four  states  are 
interesting  in  view  of  the  fact  that  their  repre- 
sentatives with  those  of  New  Jersey  and  Pennsyl- 
vania met  in  19ZZ  as  an  Interstate  Commission  on 
Unemployment  Insurance,  to  discuss  and  formulate 
plans  for  unemployment  insurance  and  we  may 
assume  that  they  e^tpected  some  degree  of  uniform- 
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its  "to  result.    Their  plan  is  outline  below  and  it 
is  interesting  in  the  light  of  legislation  which 
has  been  subsequently  proposed  in  each  state.  A 
comparison  of  the  main  details  shows  variances  not 
only  to  the  Commission  recommendation  but  variances 
with  each  other. 

1.  Compulsory  insurance  was  to  be  required 
unless  satisfactory  voluntary  plans  were 
set  up. 

2«     It  was  to  be  applicable  where  six  or  more 
persons  were  employed* 

2.  Contributions  were  to  be  made  by  employers 
to  the  extent  of  two  percent  of  their  pay- 
rolls, with  a  minimum  reserve  of  fifty 
dollars  per  worker,  a  mtximum  of  seventy- 
five  dollars  per  worker  and  each  employer's 
reserves  to  be  kept  separately. 

4.  Administration  to  be  by  a  board  on  which 
would  be  represented  labor,  industry,  and 
the  publ ic • 

5.  Benefits  of  fifty  percent  of  the  normal 
wage  but  not  to  exceed  ten  dollars  per 
week  or  for  more  than  ten  weeks  in  any 
one  year,  payable  whenever  wages  become 
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sixty  percent  of  normal. 
6*     In  addition  the  establishment  of  pah  lie 

employment  agencies  is  recommended. 
In  addition  to  these  states  others  have 
legislation  pending.     In  Maryland  there  is  a  hill 
which  graduates  the  percent  of  contributions  of 
both  employer  and  employee  asking  one  percent  the 
first  year,  two  percent  the  second,  and  all  other 
years  thereafter.    Firms  having  three  or  more 
employees  are  required  to  contribute  and  employees 
receiving  less  than  two  thousand.     In  order  to 
receive  benefits  an  employee  must  have  made 
twenty  payments  in  twelve  months  or  forty  payments 
in  two  years.    Benefits  are  paid    at  the  rate  of 
fifty  percent  of  normal  earnings  v/ith  a  maximum 
of  twenty  dollars  and  proportional  benefits  for 
part  time  workers.    A  waiting  period  of  three 
weeks  is  required  and  there  may  not  be  more  than 
twenty  weeks  of  benefits  in  one  year. 

In  Minnesota  a  plan  ha&  been  devised 
differing  from  other  plans  in  that  normal,  sea- 
sonal unemployment  is  disregarded.     It  is  aimed 
at  unemployment  due  to  long  seasonal  lapses, 
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technologica 1  changes  and  depres&lona;  indlvldaal 
resources  being  counted  on  for  shorter  periods. 
The  main  points  are; 

1.  Benefits  to  be  paid  for  forty  weeks  in  the 
first  year  (as  compared  with  ten  or  sixteen 
months  found  in  other  plans)  plus  twelve 
weelcs  in  the  second  twelve  months. 

2.  A  waiting  period  of  eight  weeks  in  most 
indastrles  and  up  to  sixteen  in  industries 
regularly  having  seasonal  slumps  (construe- 
tion  for  an  example. ) 

An  instance  of  insurance  against  techno* 
logical  unemployment  is  found  in  the  case  of  the 
cloak  manufacturers.    A  levy  of  eight  dollars  per 
week  is  made  on  each  employer  for  each  pressing 
machine  used  during  a  full  week's  work.     If  the 
machine  is  not  used  for  a  full  week's  work,  the 
employer  shall  pay  in  place  of  the  eight  dollar 
levy  a  sum  equal  to  fourteen  percent  of  the  wages 
earned  by  the  operator  during  the  week.    The  pro- 
ceeds of  these  contributions  are  used  for  distri- 
bution to  unemployed  union  pressers,  the  reason 
being  that  each  machine  does  the  work  of  two  and 
one-half  hand  pressers* 
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In  1930  the  American  Association  for 
Labor  Legislation  drafted  a  "Model  Bill.'*  The 
basic  idea  of  the  bill  is  to  establish,  by  pay- 
ments of  contributions  by  employers,  a  fund  from 
which  limited  compensation  could  be  paid  to  unem- 
ployed workers  for  a  restricted  period.    The  prin- 
ciple features  are  as  follows:^ 

1.    Benefits  to  be  paid,  after  a  waiting  period 
of  two  weeks,  to  each  eligible  employee  by 
the  industry  fund  to  which  his  last  employer 
belongs,  or  by  his  last  employer  directly 
in  case  such  employer  has  been  exempt  from 
the  payments  of  contributions  to  the  fund; 
the  maximum  amount  of  ^ich  shall  be  $10  per 
week  to  an  employee  16  years  of  age  and  over, 
and  |5  per  week  to  those  under  16  years  of 
age,  but  not  to  esceed,  in  any  case,  60%  of 
the  regular  wages  of  the  workers,  nor  to 
be  granted  for  more  than  thirteen  weeks  in 
any  one  week  of  benefits  to  four  weeks  of 
employment  by  one  or  more  employers  in  the 
state  daring  the  preceding  two  years. 


American  Labor  Board  Year  Book,  1921,  p.  176. 
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2.  Workers  shall  not  be  eligible  if  unemployed 
due  to  misconduct,  or  voluntarily  idle  with- 
out reasonable  cause  or  due  to  a  trade  dis- 
pute, and  only  if  employed  by  one  or  more 
employers  in  the  state  for  not  less  than 
twenty-six  weeks  in  the  preceding  two  years 
and  only  while  capable  of  and  available  for 
employment  but  unable  to  secure  it* 

3.  Contributions  only  by  employers  at  a  rate 
of  ls%  of  the  wages  paid  to  employees. 

4.  The  administration  to  the  responsibility  of 
the  Department  of  Labor,  with  an  employment 
advisory  committee  appointed  by  the  Commis- 
sioner for  a  two  year  period,  composed  of 
an  equal  number  of  representatives  for  em- 
ployers and  employees* 

6.  The  Commissioner  to  appoint  a  board  of  not 
less  than  five  members  known  as  an  Employ- 
ment Stabilization  Board  for  each  industry 
whose  duties  would  be  to  fix  the  benefits 
as  near  rthe  maximum  amount  possible  with 
due  regard  to  the  condition  of  the  fund  of 
each  industry,  the  awarding  of  dividends 
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to  employers  based  on  the  successes  experi- 
enced In  maintaining  regular  employment,  and 
to  create  employment  offices  to  serve  employers* 
6«    Individual  employers  or  companies  offering 
equivalent  or  better  schemes  under  adequate 
guarantee  or  safeguards  would  not  be  required 
to  be  members  of  the  compulsory  state  plan, 
thus  affording  employers  interested  in  devel- 
oping schemes  providing  greater  benefits  and 
opportunity  to  experiment  with  private  plans. 
In  the  past  the  American  Federation  of 
Labor  has  not  favored  compulsory  or  voluntary  unem- 
ployment insurance,  but  its  right  about  fact  at  the 
Cincinatti  convention  held  in  November  of  1922  was 
expected  in  light  of  the  agitation  for  such  measures 
both  within  and  without  its  ranks.     That  the  federa- 
tion is  anxious  as  to  the  position  of  labor  in  any 
scheme  proposed  is  evidenced  by  the  stand  they  take 
on  certain  points,  namely: 

1*  Federal  action  is  taboo  •  state  control, 
for  them,  is  easier  to  handle  and  issues 
concerning  wages  would  be  more  clear  cut 
if  confined  to  a  territory  of  state  size. 
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2*    It  ie  demanded  that  there  shall  be  nothing 
in  any  program  which  wo  aid  prevent  a  bene- 
ficiary from  refusing  to  accept  a  vacancy 
due  to  a  trade  dispute  or  a  job  offering 
wages  less  favorable  than  for  similar  work 
in  the  vicinity  or  work  requiring  him  to 
break  union  ties. 

3«    Company  controlled  reserves  are  objected  to 
as  is  the  handling  of  reserves  by  insurance 
companies,  state  control  with  labor  repre- 
sented and  such  representatives  to  be  chosen 
by  the  workers  is  asked  for. 

4.  The  costs  to  be  borne  by  industry  alone  as 

a  cost  of  operation  on  a  basis  of  three  per- 
cent of  the  payroll  to  begin  with  is  favored. 

5.  Collection  of  data  concerning  employment, 
production  wages,  etc.  to  be  used  as  a  basis 
of  future  revision  of  rates  is  required. 

6.  Terms  and  amounts  of  benefits  to  be  left  to 
each  state  to  decide  is  recommended  but  the 
plan  of  the  Ohio  bill  for  benefit  payments 
is  favored. 

7.  All  voluntary  schemes  to  be  under  state  con- 
trol. 
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The  position  of  the  Federal  government  on 
the  matter  of  unemployment  insarance  is  expressed 
in  the  Report  of  the  Senate  Committee  on  Unemploy- 
ment Insurance  in  which  it  is  indicated  that  the 

majority  believe  that  any  system  of  federal  operation 
would  involve  too  many  problems  and  would  be  too 
impractical.     Since  it  would  have  to  he  supported 
by  taxes  the  elimination  of  any  class  of  workers 
would  be  discriminatory.    The  committee  does  not 
recommend  that  the  states  should  themselves  operate 
any  plan  of  unemployment  insarance  for  the  same 
reasons,  but  suggests  that  each  plant  or  industry 
be  given  a  chance  to  voluntarily  formulate  a  plan 
for  itself,  within  certain  time  limits*  and  if  this 
is  not  done,  then  be  required  to  adopt  a  blanket 
code  set  up  by  the  state  but  administered  by  the 
company  or  group.    The  main  contribution  which  the 
federal  government  might  make  would  be  that  of 
allowing  exemption  from  taxation  the  moneys  paid 
by  the  companies  for  such  insurance,  thus  equal- 
izing the  cost  between  those  states,  plants  or 
industries  which  do  require  insurance  and  those 
which  do  not.    A  study  of  the  possibilities  of 
uniformity  is  recommended  to  the  governors  of 
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the  various  states. 

The  Outlook  for  Unemployment  Insurance 

In  spite  of  the  many  bills  which  have 
been  proposed  at  various  times  to  state  legisla- 
tures, the  plan  adopted  by  the  Wisconsin  lav/makers 
is  the  only  one  which  has  been  recorded  in  the 
statutes  of  any  state.    Must  unemployment  insurance 
fail?    The  I^ational  Industrial  Conference  Board, 

after  a  study  of  the  German  ^stem,  is  of  the 

2 

opinion  that  it  must.  But  others  are  more  optim- 
istic.   Fundamentally  there  is  no  parallel  between 

the  German  system  and  that  planned  for  the  United 
3 

States.      The  American  principle  is  to  build  up  a 
reserve  through  payments  by  industry  based  on  pay- 
rolls, each  company  having  its  own  fund,  with  the 
amount  contributed  reducing  as  employment  is 
stabilized.    Thus,  pressure  is  exerted  to  keep 
employment  stable  so  as  to  save  money,    with  no 
state  subsidy  there  is  no  temptation  to  make  the 


Monthly  Labor  Review,  Report  of  the  Senate  Com^ 
mittee  on  Unemployment  Insurance,  August,  19£2, 
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llational  Industrial  Conference  Board  in  the 
Literary  iJigest,  January  14,  1922. 

E.  B.  Draper,  op.  cit.,  p.  10. 


-121- 


fond  support  the  whole  burden  of  unemployment,  nor 
is  there  any  reason  to  confuse  the  relative  labor 
position  of  separate  industries  or  plants.^  But 

2 

caution  must  be  eseroised  in  framing  legislation 
and  miracles  must  not  be  expected. 

Business  men  are  like  ostriches  in  regard 

4 

to  pending  legislation  on  unemployment  insurance. 
If  the  medicine  is  not  to  be  worse  than  the  disease, 
business  men  must  decide  how  it  shall  be  adminis- 
tered, for  details  are  important  and  not  only 
business  men  but  public  men  should  think:  about  and 
taJce  part  in  answering  the  challenge  of  unemploy- 
ment.   It  cannot  be  safely  ignored. 

General  Summary  and  Conclusions 

The  problem  of  unemployment  should  be 
considered,  first,  from  the  viewpoint  of  prevention 
or  reduction  of  the  contingency  to  a  minimum,  and, 
second,  from  the  viewpoint  of  relief,  or  mitigation 
of  the  effects  that  result  when  complete  prevention 
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18  Impossible*    Obvloa&ly,  reli«f  alone  is  merely 
a  palliative  and  in  no  sense  a  solution  of  the 
problem.    Unemployment  schenes  are  urged  as  measures 
for  curing  onemployment ,  but,  unless  they  are  used 
in  oonj unction  with  other  measures  framed  expressly 
for  the  rediuction  of  or  prevention  of  the  volume 
of  unemployment,  such  plans  afford  only  temporary 
relief. 

The  American  emphasis  on  individualism 
carried  with  it  the  belief  that  unemployment  was 
due  to  causes  of  a  personal  nature.  Unemployment 
was  regarded  as  part  of  the  general  problem  of 
poverty  and  poor  relief,  arising  mainly  from  the 
incapacity  of  the  workers  themselves.    The  relief 
measures  adopted  were  only  such  as  would  save  the 
needy  from  utter  destitution.    As  the  total  volume 
of  unemployment  continued  to  increase,  various 
methods  were  advocated  to  solve  the  problem.  These 
attempts  indicate  a  changing  viewpoint.  The 
opinion  is  now  prevalent  that  involuntary  unemploy- 
ment is  beyond  the  control  of  the  worker  and  his 
condition  is  not  one  which  calls  for  alleviation 
through  charity.    Unemployment  benefits  are  being 
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advocated  as  a  means  of  providing  relief  from  the 
distress  resulting  from  unemployment. 

Existing  plans  for  providing  benefits  fall 
into  two  classes:    namely,  state  plans  and  private 
plans.     The  state  plans  may  be  either  voluntary  or 
compulsory.    The  private  plans  may  be  either  trade 
anion,  joint  agreement  or  oompany  plans. 

Voluntary  systems  are  those  in  which  unem- 
ployment insu^rance  through  private  organizations  is 
subsidized  by  the  state.    Ifowhere  near  all  of  the 
workers  eligible  have  taken  adv&ntage  of  the  oppor- 
tunity to  participate  in  these  funds. 

.  Compulsory  plans  are  those  in  which  unem- 
ployment insurance  is  obligatory  by  legislation  for 
certain  classes  of  workers.  The  unexpectedly  heavy 
and  constantly  increasing  burden  of  unemployment  in 
the  last  few  years  has  imposed  such  severe  strain 
on  these  systems  that  emergency  measures,  literally 
amounting  to  charity  relief,  have  been  imposed  upon 
the  insurance  system. 

private  plans  of  the  trade  unions  or  Joint 
agreement  variety  have  usually  been  confined  to  a 
single  occupation  or  to  a  related  group  of  occupa- 
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tions.    The  estremely  limited  coverage  afforded  by 
these  plane  prevents  them  from  having  any  significant 
effect  on  general  conditions* 

Company  plans  controlled  wholly  or  largely 
hy  employers  are  confined  to  the  plants  of  single 
companies  or  to  groups  of  companies  situated  in  the 
same  community.    These  planB  are  too  few  in  number 
and  include  too  small  a  percentage  of  the  workers 
to  prove  even  a  partial  solution  of  the  unemployment 
problem.    Interest  in  such  plans  is  Increasing 
rapidly  and  if  public  opinion  becomes  sufficiently 
aroused  it  is  possible  that  more  of  such  plans  will 
be  instituted  to  forestall  legislative  action  in  the 
matter. 

European  esiperience  indicates  that  while 
a  system  of  insurance  may  provide  relief  for  unem* 
ployment  under  normal  conditions,  such  systems  are 
entirely  inadequate  to  meet  emergency  situations 
that  arise  when  business  depressions  produce  unfor- 
seen  unemployment.    Thus^  while  unemployment  in 
general  cannot  be  dealt  with  on  an  actuarially 
sound  basis »  it  is  possible  to  apply  insurance 
principles,   if  the  insurance  plan  is  definitely 
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llmited  in  coverage  and  Is  held  strictly  within 
the  limits  laid  down  at  the  start. 

Insurance  has  never  been  able  to  care  for 
depressional  anemployment  without  becoming  charity. 
Technological  and  cyclical  unemployment  may  be  com- 
pensated for  a  limited  period  if  insurance  plans  are 
developed  with  proper  foresight  and  safeguards. 
Unemployment  caused  by  personal  disqualifications 
of  employees  must  be  excluded  from  any  insurance 
plan.    Thus,  the  field  for  unemployment  insurance 
is  confined  to  seasonal  unemployment,  which  in  rela- 
tion to  the  whole  field  of  unemployment  seems  a  very 
limited  field. 

Financial  assistance  for  the  unemployed  in 
the  form  of  insurance  must  be  recognized  as  a  pallia- 
tive rather  than  a  curative  measure.     It  is  intended 
to  assist  the  worker  but  not  to  provide  for  his 
entire  support.    However,  benefits  should  be  adequate 
to  cover  absolute  necessities,  but  should  be  set  at 
a  figure  low  enough  that  considerable  incentive  will 
be  left  the  worker  to  find  new  employment  or  to  en- 
gage in  part  time  work  to  supplement  the  amount  of 
benefit.    Assistance  in  meeting  the  problem  of 
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onemployment  does  not  imply  assumption  of  the 
responsibility  for  the  entire  economic  support  of 
the  worker. 

Provision  for  the  limitation  of  benefits 
to  a  definite  period  avoids  giving  undeserved  sup- 
port and  acts  as  an  incentive  to  work  and  save. 

Emergency  measures,  necessitated  by  the 
heavy  drain  on  reserves  during  a  period  of  extreme 
unemployment,  should  be  kept  entirely  separate  from 
the  insurance  plan  and  classified  as  pure  relief 
measures.    Only  in  this  way  may  the  true  effects 
of  unemployment  insurance  be  measured. 

Increasing  attention  is  now  being  given 
to  various  forma  of  insurance  as  a  method  of  pro- 
tecting workers  from  the  extreme  effects  of  unem- 
ployment, sustaining  the  standards  of  the  wage 
earners  of  the  country  at  a  high  level,  and  elim- 
inating the  stigma  associated  with  charity.  The 
establishment  of  a  federal  system  of  insurance 
against  unemployment  does  not  seem  desirable  at 
present.    The  feeling  is  that  the  adoption  of  any 
unemployment  insurance  plans  should  be  left  to  the 
individual  employers  in  accordance  with  the 
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American  principles  of  individual  freedom,  respone- 
ibility,  and  self-help.    It  le  generally  believed 
that  when  an  individual  employer  covers  his  insur- 
ance risk       his  own  fund  a  greater  incentive  esists 
to  reduce  the  unemployment  risk  and  various  methods 
of  effecting  stabilization  will  be  utilized  in  an 
endeavor  to  reduce  insurance  costs.    The  determina- 
tion and  control  of  the  risk  in  an  individual  plant 
is  best  done  by  the  individual  employer.     In  addi- 
tion, such  a  policy  would  distribute  the  costs  of 
such  measures  in  accordance  with  the  responsibility 
Involved  and  the  benefits  derived. 

There  has  been  a  growing  feeling  of  late 
that  if  private  voluntary  plans  did  not  progress 
more  rapidly,  legislative  action  should  be  taken 
by  individual  states.    However,  to  date,  Wisconsin 
is  the  only  state  to  have  passed  such  legislation. 
The  development  ol  con^ny  plans  has  been  sluggish 
in  the  past  but  an  impetus  is  provided  in  the 
insistence  of  the  public  for  some  action,  either 
voluntarily  or  by  compulsion. 
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